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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION PUBLIC SERVICE 
COMMISSION 

In the Matter of: 

VERIFIED APPLICATION OF KENTUCKY ) 
UTILITIES COMPANY FOR AN 1 
ORDER PURSUANT TO KRS 278.300 ) CASE NO. 2011- 
AND FOR APPROVAL OF LONG-TERM ) 
PIJRCHASE CONTRACT ) 

VERIFIED APPLICATION 

Pursuant to KRS 278.300, Kentucky Utilities Company (“KTJ” or the “Company”) 

hereby requests that the K.entucky Public Service Commission (“Commission”) issue an order 

approving KTJ’ s entrance into an Amended and Restated Inter-Company Power Agreement dated 

as of September 10, 201 0, which will allow the Company to continue to obtain low-cost energy 

and capacity from the Ohio Valley Electric corporation (“OVEC”), as more fully described 

herein. In support of this Application, the Company states as follows: 

1. The Company’s full name is Kentucky TJtilities Company. The Company’s post 

office address is One Quality Street, Lexington, Kentucky 40507. KLJ is a Kentucky 

corporation, a utility as defined by KRS 278.010(3)(a) and (b) and provides retail electric service 

to approximately 5 1 5,000 customers in seventy-seven counties in Kentucky, 29,000 customers in 

southwest Virginia, and 5 customers in Tennessee. In accordance with 807 KAR 5:001 5 1 l(a), 

a description of KU’s properties is set out in Exhibit 1 to this Application. A certified copy of 

the Company’s Articles of Incorporation was filed with the Commission in Case No. 2010- 

00204, In the Mutter of The ,Joint Application of PPL, Corporation, E.ON AG, E.ON US.  

Investments Corp., E.ON US.  LLC, Louisville Gus & Electric Company and Kentucky Utilities 
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Conqmny ,for Approval of an Acqiiisif ion qf Ownersliip and Control of Utilities and is 

incorporated by reference herein pursuant to 807 KAR S:OOl, Section 8(3). 

2. This Application relates to the extension of the current Inter-Company Power 

Agreement (the “Current ICPA“), a wholesale power contract between OVEC and its various 

owners or their affiliates, including the Company. Exhibit 2 to this Application is a copy of the 

Amended and Restated Inter-Company Power Agreement, dated as of September 10, 20 10 (the 

“Amended ICPA”), which extends the Current ICPA, and which the Company signed on 

October 25, 2010.’ The Amended ICPA is subject to the Federal Energy Regulatory 

Commission’s (“FERC”) jurisdiction under the Federal Power Act, and will be filed with FERC 

by March 3 1, 201 1. The Company will provide a copy of the FERC filing to the Commission 

within two business days of malting the FERC filing. 

3. OVEC was formed in the early 1950s by tlie Company and several other holding 

companies and utilities located in tlie Ohio Valley region in response to the IJnited States Atomic 

Energy Commission’s (“AEC”) request to supply the electric power and energy needs of the 

AEC’s planned uranium enrichment plant in Pike County, Ohio. Accordingly, OVEC and its 

wholly owned subsidiary Indiana-Kentucky Electric Company (“IKECy’)2 built two coal-fired 

generating stations with a total capacity of approximately 2,365 MW and entered into a long- 

term power agreement (the “DOE Power Agreement”) with the United States. The DOE Power 

Agreement gave AEC, and subsequently the Department of Energy (“DOE”), the right to 

essentially all of the capacity of OVEC’s generating facilities. 

KU’s sister utility, Louisville Gas & Electric Company, is also a party to the Amended ICPA, and is concui-rently 
filing a similar Application with the Connnission. ’ For convenience, OVEC and IKEC are referred to collectively as OVEC, although IKEC is not a party to the 
Amended ICPA. 
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4. To support the DOE Power Agreement, OVEC and its owners or their affiliates, 

including the Company (collectively the “Sponsors” and individually a “Sponsor”) entered into 

an Inter-Company Power Agreement (“ICPA”), a fifty-year power supply agreement, dated as of 

July 10, 1953 (“Original ICPA”).’ The Original ICPA granted each Sponsor the right to 

purchase “surplus power” and energy not required by DOE in proportion to the Sponsor’s 

specified Power Participation Ratio (“PPR’). DOE, after agreeing to several releases to the 

Sponsors of its contractual right to power and energy, ultimately terminated the DOE Power 

Agreement as of April 30, 2003. As a result, all of OVEC’s generation capacity became 

“surplus” and each of the Sponsors, including the Company, has access to its PPR share of 

OVEC’s relatively low cost generation. 

5. In 2004, the Sponsors entered into the Current ICPA, which extended its term 

from March 13, 2006 to March 13, 2026. The 2004 extension allowed the Sponsors to continue 

receiving power and allocating costs under the ICPA. Additionally, the extension allowed the 

$365 million selective catalytic reduction (“SCR”) debt to be refinanced as unsecured debt and 

allowed finaiicing of the $80 inillioii Kyger Powder River Basin coal switch project in a 

combined financing that was finalized on December 20, 2005. The Commission approved this 

extension on December 30, 2004, in Case No. 2004-00395, In the Matter o$ Application of 

Kentuchy [Jiilities Coinyany*for an Order Piirsiiant to KRS 278.300 and for Approval of Long- 

Term Piischase Contract. 

6. OVEC now recoininends extending the ICPA to take advantage of reduced 

financing costs and to amortize its debt over a longer time period. The debt restructuring would 

reduce the total debt service portion of the Current ICPA demand charge by approximately 28% 

The fifty-year term ran from the date that all of OVEC’s generating units were placed in coininercial operation, not 3 

from the date of the Original ICPA. 
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per year. This savings would be passed along to the Sponsors by reducing the energy costs by 

approximately $1 /MWh from the extension’s effective date tlzrougli the currently applicable term 

expiration in 2026. It is projected that KU and its sister utility, Louisville Gas and Electric 

Company, would save approximately $900,000 per year (on a combined basis) between the 

extension’s effective date a id  2026 for a total combined savings of approximately $14.3 million. 

To ensure these savings to the Sponsors, OVEC and its Sponsors have entered into the Amended 

ICPA, which extends the term of tlie Current ICPA for an additional fourteen years to June 30, 

2040. The effectiveness of tlie Amended ICPA is expressly contingent upon the receipt of all 

necessary regulatory consents or approvals. 

7. The Amended ICPA continues, without change, the demand charges established 

in the Cui-rent ICPA (set forth in Section 5.03 of tlie Amended ICPA). The monthly demand 

charge permits OVEC to recover its total cost of owning, financing, operating, and maintaining 

its generation and transmission facilities. Each Sponsor is required to pay its portion, based on 

its PPR share, of demand charges, regardless of tlie amount of energy such Sponsor purchases 

from OVEC during any given month. In addition, demand charges may be payable in the event 

of an early termination of the Amended ICPA. This arrangement is typical of negotiated power 

sales agreements, which often contain a demand charge or other component intended to permit 

recovery of the seller’s fixed and variable costs. 

8. The Amended ICPA also continues, without change, the “minimum loading” 

provisions (set foi-tli in Section 5.05 of tlie Amended ICPA), requiring each Sponsor to either 

schedule delivery of its poi-tion of OVEC’s “total minimum generating output” or pay for any 

increased costs caused by failure to schedule and take its minimum output. These provisions are 

intended to improve the economic dispatch of OVEC’s generation and to assign the costs 
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resulting froin the failure of a Sponsor to schedule its ininiinuin portion of such generation (such 

as additional maintenaiice costs associated with frequent ramping up and down of generating 

units, and operation of units below ininiinuin output levels for coal-fired generation). These 

costs are assigned directly to the responsible Sponsor, ratlier than spread among all Sponsors. 

“Minimal loading” provisions are similar to provisions found in comparable arrangements 

involving joint ownership of generating facilities, and serve to improve dispatch and properly 

assign operating costs. 

9. The Amended ICPA will perinit the Company to continue its existing, beneficial 

relationship with OVEC, which has been in place for nearly sixty years. The Company will 

continue to receive its share of OVEC’s generation in exchange for payment of OVEC’s 

relatively low costs. Because of the relatively low cost of the OVEC generation, the Company 

utilizes the majority of the energy available from OVEC, particularly during peak periods. 

10. The Company has not and will not act as a guarantor for OVEC’s debt or other 

securities; however, the Amended ICPA requires the Sponsors to pay for replacement costs, 

additional facility costs, post-retirement benefits costs, and the costs associated with 

decommissioning the OVEC units (see Amended ICPA Article 7), which requirements the 

Commission approved in Case No. 2004-00395 (see Paragraph 5 above).4 Furthermore, the 

Company will not issue any securities or other evidence of indebtedness for the purpose of 

financing its participation in the Amended ICPA. It is anticipated, however, that OVEC may use 

the Amended ICPA to support its financing. 

11. Other than the Amended ICPA, which is expressly contingent upon receiving all 

necessary regulatory approvals, no contracts have been made with respect to the matters herein. 

The original ICPA, executed in  1953, contained a requirement obligating 4 

parts; the cost of additional facilities was not discussed in the original ICPA. 
the Sponsors to pay for replacement 
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12. The Company is seeking the Commission’s approval of the Amended ICPA under 

KRS 278.300 because of the precedent set in Administrative Case No. 350, In the Matter of the 

Consideration and Determination of the Appropriateness of Implementing a Rate Making 

Standard Pertaining to the Purchase of Long-Term Wholesale Power by Electric Utilities as 

Required in Section 712 of the Energy Policy Act of 1992. In its October 5 ,  1993 Final Order in 

that proceeding, the Commission encouraged, but declined to require, utilities to file long-term 

power purchase contracts for pre-approval: 

[TI hese Contracts [Power Purchase Contracts] may well require 
prior approval under KRS 278.300 if they coiistitute evidence of 
indebtedness. In particular, the iiiclusioii in such Contracts of 
minimum payment obligations or take/pay provisions may 
necessitate prior approval. 

As discussed in Paragraphs 7 and 8 above, the Amended ICPA continues to contain firm demand 

charge and minimum loading provisions. Moreover, the Commission asserted jurisdiction over 

and approved the Current ICPA for the Company in Case No. 2004-00395, as discussed in 

Paragraph 5 above. 

13. Exhibit 3 to this Application contains a financial exhibit as required by 807 KAR 

5:001, Section 11(2)(a) as described by 807 KAR 5:001, Section 6. The twelve-month period in 

Exhibit 3 ends on January 31, 201 1. Exhibit 3 also contains information required by 807 KAR 

5:001, Section 11(2)(b), although the Company notes that an Indenture of Mortgage or Deed of 

Trust will not be involved in the transaction described herein. 

14. Other requirements of the Commission’s regulations are inapplicable. The 

Company proposes to enter into a power supply contract, not to issue notes, bonds, or similar 

evidence of indebtedness. Thus, there are no stock, notes or bonds, or uses of the proceeds from 

same to discuss (807 KAR 5:001, Section 1 l(l)(b) and (c)), and no property is being acquired, 
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constructed, improved or extended (807 KAR 5901, Section 11( l)(d) and 11(2)(c)). Likewise, 

no obligations are being discharged or refunded (807 KAR 5:001, Section (l)(e)). 

15. Because numerous regulatory and other actions must be undertaken and 

coordinated by OVEC and the Sponsors, the Company asks the Comniission to consider this 

Application as expeditiously as possible. 

WHEREFORE, Kentucky TJtilities Company respectfully asks the Commission to enter 

an order pursuant to KRS 278.300 approving its entrance into the Amended and Restated Inter- 

Company Power Agreement dated September 10,20 10. 

Dated: March 16,20 1 1 Respectfully submitted, 

Kendrick R. Riggs 
W. Duncan Crosby I11 
Stoll Keenon Ogden PLLC 
2000 PNC Plaza 
500 West Jefferson Street 
Louisville, Kentucky 40202 
Telephone: (502) 333-6000 

Allysoii K. Sturgeon 
Senior Corporate Attorney 
LG&E arid KU Energy L,LC 
220 West Main Street 
Louisville, KY 40202 
Teleplione: (502) 627-2088 

Counsel for  Kenlucky Utilities Company 

993077.873077/657419 7 
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VEFUFICATION 

COMMONWEALTH OF KENTUCKY ) 
) ss: 

COUNTY OF JEFFERSON 1 

The undersigned, Lonnie E. Bellar, being duly sworn, deposes and says that he is 

Vice President, State Regulation and Rates for Kentucky Utilities Company and an 

employee of LG&E and KTJ Services Company, arid that he has personal knowledge of 

the matters set forth in the foregoing verified application, arid that the answers contained 

therein are true and correct to the best of his information, knowledge and belief. 

nnie E. Bellar 

Subscribed and sworn to before me, a Notary Public in and before said County 

and State, this / 1 .tr, day of M, A .dL 201 1. 

(SEAL) 

My Commission Expires: 

nMHAJg/[ ? .  2 o j Y  



CERTIFICATE OF SERVICE 

The undersigned hereby certifies that a true and coi-rect copy of the foregoing Verified 
Application was served on the following persons on the 16th day of March, 2011, T_J.S. mail, 
postage prepaid: 

Dennis G. Howard I1 
Lawrence W. Cook 
Assistant Attorneys General 
Office of the Attorney General 
Office of Rate Intervention 
1024 Capital Center Drive, Suite 200 
Frankfort, ICY 40601 -8204 

Michael L. Kurtz 
Boehm, Kurtz & Lowry 
36 East Seventh Street, Suite 15 10 
Cincinnati, OH 45202 
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KENTUCKY 'IJTILJTIES COMPANY 
(807 KAR 5:001, Section 11, Item 1 (a)) 

A DESCRIPTION OF APPLICANT'S PROPERTY, INCL'IJDING A 
STATEMENT OF THE NET ORIGINAL COST OF THE PROPERTY 

AND THE COST THEREOF TO APPLICANT 

January 3 I ,  20 1 I 

The applicant's generating, transmission and distribution systems described herein are 
calculated annually. As of December 3 1, 2010, the applicant owned and operated 12 coal 
fired steam electric generating units having a total capacity of 2,896 Mw; a hydroelectric 
generating station having a total capacity of 24 Mw; and 17 gadoil peaking units having 
a total capacity of 1,497 Mw. 

On January 22, 201 1 , construction on TC2 was completed, and the unit was placed in 
service under interim operations, at full load, but using restricted fuels. The construction 
contractor and the owners are analyzing arrangements for completing modifications to 
the unit during scheduled outages in 20 1 1. The applicant owns a 60.75% interest of TC2 
of which the applicant's share is 462 Mw. 

The applicant's owned electric transmission system included 132 substations (54 of which 
are shared with the distribution system) with a transformer capacity of approximately 
13,136 MVA and 4,076 miles of lines. The electric distribution system included 480 
substations (54 of which are shared with the transmission system) with a total capacity of 
approximately 7,044 MVA, 14,123 miles of overhead lines, and 2,221 miles of 
underground conduit. 

Other properties include office buildings, service centers, warehouses, garages and other 
structures and equipment. 
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The net original cost of the property and cost thereof to the applicant at January 3 1 , 20 1 1 , 
was: 

Utility Plant 
Original Cost 

Production Plant 
Distribution Plant 
Transmission Plant 
General Plant 
Intangible Plant 
Construction Work in Progress 

Total Plant at Original Cost 

$ 4,075,038,271 
1,356,818,139 

630,799,667 
125,680,403 
53,903,65 1 

262,062,560 
$ 6,504,302,691 

Less Reserve for Depreciation 1,926,542,382 * 

Net Original Cost $ 4,577,760,309 

* Excludes $345,793,949 related to cost of removal reserves that is not included in 
the reserve in the Financial Statements and Additional Information, but instead is 
included as a regulatory liability. 
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Execution Copy 

AMENDED AND RESTATED 

INTER-COMPANY POWER AGREEMENT 

DATED AS OF SEPTEMBER 10,2010 

AMONG 

OHIO VALLEY ELECTRIC CORPORATION, 
ALLEGHENY ENERGY SUPPLY COMPANY, L.L.C. 
APPALACHIAN POWER COMPANY, 
BUCKEYE POWER GENERATING, LLC, 
COLUMBIJS SOUTHERN POWER COMPANY, 
THE DAYTON POWER AND LIGHT COMPANY, 
DUKE ENERGY OHIO, XNC., 
FIRSTENERGY GENERATION CORP., 
INDIANA MICHIGAN POWER COMPANY, 
KJ3NTUCKY UTILITIES COMPANY , 
LOUISVILLE GAS AND ELECTRIC COMPANY, 
MONONGAHELA POWER COMPANY, 
OHIO POWER COMPANY, 
PENINSULA GENERATION COOPERATIVE, and 
SOUTHERN INDIANA GAS AND ELECTRIC COMPANY 



AMENDED AND IUBTATED 

INTER-COMPANY POWER AGREEMENT 

THIS AGREEMENT, dated as of September I 0,20 10 (the “Agreement”), by and 
among OHIO VALLEY ELECTRIC CORPORATION (herein called OVEC), ALLEGHENY ENERGY 
SUPPLY COMPANY, L.L.C. (herein called Allegheny), APPALACHIAN POWER COMPANY (herein 
called Appalachian), BUCKEYE POWER GENERATING, LIX (herein called Buckeye), COLUMBUS 
SOUTHERN POWER COMPANY (herein called Columbus), THE DAYTON POWER AND LIGHT 
COMPANY (herein called Dayton), DUKE ENERGY OHIO, INC. (formerly known as The Cincinnati 
Gas & Electric Company and herein called Duke Ohio), FIRSTENERGY GENERATION CORP. 
(herein called FirstEnergy), INDIANA MICHIGAN POWER COMPANY (herein calIed Indiana), 
KENTUCKY UTILITIES COMPANY (herein called Kentucky), LOU~SVILLE GAS AND ELECTRIC 
COMPANY (herein called Louisville), MONONGAHELA POWER COMPANY (herein called * 

Monongahela), OHIO POWER COMPANY (herein called Ohio Power), PENINSULA GENERATION 
COOPERATIVE (herein called Peninsula), and SOUTHERN INDIANA GAS AND ELECTRIC COMPANY 
(herein called Southern Indiana, and all of the foregoing, other than OVEC, being herein 
sometimes collectively referred to as the Sponsoring Companies and individually as a , 

Sponsoring Company) hereby amends and restates in its entirety, the Inter-Company Power 
Agreement dated as of March 13,2006, as amended by Modification No. 1, dated as of March 
13,2006 (herein called the Current Agreement), by and among OVEC and the Sponsoring 
Companies. 

WITNESSETH THAT: 

WHEREAS, the Current Agreement amended and restated the original Inter- 
Company Power Agreement, dated as of July 10, 1953, as amended by Modification No. 1, dated 
as of June 3, 1966; Modification No. 2, dated as of January 7, 1967; Modification No. 3, dated as 
of November 15, 1967; Modification No. 4, dated as of November 5,1975; Modification No. 5, 
dated as of September 1, 1979; Modification No. 6, dated as of August 1 , 198 1 ; Modification 
No. 7, dated as of January 15, 1992; Modification No. 8, dated as of January 19, 1994; 
Modification No, 9, dated as of August 17, 1995; Modification No. 10, dated as of January 1, 
1998; Modification No. 1 1, dated as of April 1 ,  1999; Modification No. 12, dated as of 
November 1, 1999; Modification No. 13, dated as of May 24,2000; Modification No. 14, dated 
as of April 1,2001; and Modification No. 15, dated as of April 30,2004 (together, herein called 
the Original Agreement); and 

W HEREAS, OVEC designed, purchased, and constructed, and continues to operate 
and maintain two steam-electric generating stations, one station (herein called Ohio Station) 
consisting of five turbo-generators and all other necessary equipment, at a location on the Ohio 
River near Cheshire, Ohio, and the other station (herein called Indiana Station) consisting of six 
turbogenerators and all other necessary equipment, at a location on the Ohio River near Madison, 
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Indiana, (the Ohio Station and the Indiana Station being herein called the Project Generating 
Stations); and 

WHEREAS, OVEC also designed, purchased, and constructed, and continues to 
operate and maintain necessary transmission and general plant facilities (herein called the Project 
Transmission Facilities) and OVEC established or cause to be established interconnections 
between the Project Generating Stations and the systems of certain of the Sponsoring 
Companies; and 

WHEREAS, OVEC entered into an agreement, attached hereto as Exhibit A, with 
Indiana-Kentucky Electric Corporation (herein called IKEC), a corporation organized under the 
laws of the State of Indiana as a wholly owned subsidiary corporation of OVEC, which has been 
amended and restated as of the date of this Agreement and embodies the terms and conditions for 
the ownership and operation by IKEC of the Indiana Station and such portion of the Project 
Transmission Facilities which are to be owned and operated by it; and ” 

WHEREAS, transmission facilities were constructed by certain of the Sponsoring 
Companies to interconnect the systems of such Sponsoring Companies, directly or indirectly, 
with the Project Generating Stations and/or the Project Transmission FaciIities, and the 
Sponsoring Companies have agreed to pay for Available Power, as hereinafter defined, as may 
be available at the Project Generating Stations; and 

WHEREAS, the parties hereto desire to amend and restate in their entirety, the 
Current Agreement to define the terms and conditions governing the rights of the Sponsoring 
Companies to receive Available Power fiom the Project Generating Stations and the obligations 
of the Sponsoring Companies to pay therefor. 

NOW, THEREFORE, the parties hereto agree with each other as follows: 

ARTICLE 1 

DEFINITIONS 

1.01. For the purposes of this Agreement, the following terms, wherever used 
herein, shall have the following meanings: 

1 .O 1 1 “Affiliate” means, with respect to a specified person, any other 
person that directly or indirectly through one or more intermediaries controls, is 
controlled by, or is under common control with, such specified person; provided that 
“control” for these purposes means the possession, directly or indirectly, of the power to 
direct or cause the direction of the management and policies of a person, whether through 
the ownership of voting securities, by contract or otherwise. 
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1.012 “Arbitration Board” has the meaning set forth in Section 9.10. 

1.013 “Available Energy” of the Project Generating Stations means the 
energy associated with Available Power. 

1.01 4 “Available Power” of the Project Generating Stations at any 
particular time means the total net kilowatts at the 345-kV busses of the Project 
Generating Stations which Corporation in its sole discretion will determine that the 
Project Generating Stations will be capable of safely delivering under conditions then 
prevailing, including all conditions affecting capability. 

1.01 5 “Corporation” means OVEC, IKEC, and all other subsidiary 
corporations of OVEC. 

1.01 6 “Decommissioning and Demolition Obligation” has the meaning 
set forth in Section 5.03(f) hereof. 

1.01 7 “Effective Date” means September 10,2010, or to the extent 
necessary, such later date on which Corporation notifies the Sponsoring Companies that 
all conditions to effectiveness, including all re’quired waiting periods and all required 
regulatory acceptances or approvals, of this Agreement have been satisfied in form and 
substance satisfactory to the Corporation. 

1.01 8 “Election Period” has the meaning set forth in Section 9.1 83(a) 
hereof, 

1 .Q 19 “Minimum Generating Unit Output” means 80 MW (net) for each 
of the Corporation’s generation units; provided that such “Minimum Generating Unit 
Output” shall be confhned from time to time by operating tests on the corporation’s 
generation units and shall be adjusted by the Operating Committee as appropriate 
following such tests. 

1 .01IO. “Minimum Loading Event” means a period of time during which 
one or more of the Corporation’s generation units are operating at below the Minimum 
Generating Output as a result of the Sponsoring Companies’ failure to schedule and take 
delivery of sufficient Available Energy. 

1.01 11 “Minimum Loading Event Costs” means the sum of the following 
costs caused by one or more Minimum Loading Events: (i) the actual costs of any of the 
Corporation’s generating units burning fuel oil; and (ii) the estimated actual additional 
costs to the Corporation resulting from Minimum Loading Events, including without 
limitation the incremental costs of additional emissions allowances, reflected in the 
schedule of charges prepared by the Operating Committee and in effect as of the 
commencement of any Minimum Loading Event, which schedule may be adjusted from 
time to time as necessary by the Operating Committee. 
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1 .O 1 12 “Month” means a calendar month. 

1.01 13 “Nominal Power Available” means an individual Sponsoring 
Company’s Power Participation Ratio share of the Corporation’s current estimate of the 
maximum amount of Available Power available for delivery at any given time. 

1.01 14 “Offer Notice” means the notice required to be given to the other 
Sponsoring Companies by a Transferring Sponsor offering to sell all or a portion of such 
Transferring Sponsor’s rights, title and interests in, and obligations under this Agreement. 
At a minimum, the Offer Notice shall be in writing and shall contain (i) the rights, title 
and interests in, and obligations under this Agreement that the Transferring Sponsor 
proposes to Transfer; and (ii) the cash purchase price and any other material terms and 
conditions of such proposed transfer. An Offer Notice may not contain terms or 
conditions requiring the purchase of any non-OVEC interests. 

1.01 15 “‘Permitted Assignee” means a person that is (a) a Sponsoring 
Company or its Affiliate whose long-term unsecured non-credit enhanced indebtedness, 
as of the date of such assignment, has a Standard & Poor’s credit rating of at least BBB- 
and a Moody’s Investors Service, Inc. credit rating of at least Baa3 (provided that, if the 
proposed assignee’s Iong-term unsecured non-credit enhanced indebtedness is not 
currently rated by one of Standard & Poor’s or Moody, such assignee’s long-term 
unsecured non-credit enhanced indebtedness, as of the date of such assignment, must 
have either a Standard & Poor’s credit rating of at least BBB- or a Moody’s Investors 
Service, Inc. credit rating of at least Raa3); or (b) a Sponsoring Company or its Affiliate 
that does not meet the criteria in subsection (a) above, if the Sponsoring Company or its 
Affiliate that is assigning its rights, title and interests in, and obligations under, this 
Agreement agrees in writing (in form and substance satisfactory to Corporation) to 
remain obligated to satisfy all of the obligations related to the assigned rights, title and 
interests to the extent such obligations are not satisfied by the assignee of such rights, title 
and interests; provided that, in no event shall a person be deemed a “Permitted Assignee” 
if counsel for the Corporation reasonably determines that the assignment of the rights, 
title or interests in, or obligations under, this Agreement to such person could cause a 
termination, default, loss or payment obligation under any security issued, or agreement 
entered into, by the Corporation prior to such transfer. 

1 .O 1 16 “Postretirement Benefit Obligation’’ has the meaning set forth in 
Section 5.03(e) hereof. 

1 .O 1 17 “Power Participation Ratio” as applied to each of the Sponsoring 
Companies refers to the percentage set forth opposite its respective name in the tabulation 
below: 

Company 
Power Participation 

Ratio-Percent 



Allegheny ................................................ 
App a1 achian .............................................................. 
Buckeye .................................................................... 
Columbus ................................................................. 
Dayton ...................................................................... 
Duke Ohio.. .............................................. 
FirstEnergy ............................................... 
Indiana.. .................................................................... 
Kentucky .................................................................. 
Louisville ................................................................. 
Monongahela ............................................................ 
Ohio Power .............................................................. 
Peninsula .................................................................. 
Southern Indiana ...................................................... 

Total ................................................................. 

3.01 
15.69 
18.00 
4.44 
4.90 
9.00 
4.85 
7.85 
2.50 
5.63 
0.49 

15.49 
6.65 
- 1 .SO 
100.0 

1.01 18 “Tariff’ means the open access transmission tariff of the 
Corporation, as amended from time to time, or any successor tariff, as accepted by the 
Federd Energy Regulatary Commission or any successor agency. 

I .0119 “Third Party” means any person other than a Sponsoring Company 
or its Affiliate, 

1.0120 “Total Minimum Generating Output” means the product of the 
Minimum Generating Unit Output times the number of the Corporation’s generation units 
available for service at that time. 

1.0121 “‘Transferring Sponsor” has the meaning set forth in Section 
9.1 83(a) hereof, 

1.0122 “Uniform System of Accounts” means the Uniform System of 
Accounts prescribed by the Federal Energy Regulatory Commission as in effect on 
January 1,2004. 

ARTICLE 2 

TRANSM~SSION AGREEMENT AND FACILITIES 

2.01. Transmission Agreement, The Corporation shall enter into a transmission 
service agreement under the Tariff, and the Corporation shall reserve and schedule transmission 
service, ancillary services and other transmission-related services in accordance with the Tariff 
to provide for the delivery of Availabfe Power and Available Energy to the applicable delivery 
point under this Agreement. 



6 

2.02. Limited Burdening of Corporation 's Transmission Fucilities. 
Transmission facilities awned by the Corporation, including the Project Transmission Facilities, 
shall not be burdened by power and energy flows of any Sponsoring Company to an extent 
which would impair or prevent the transmission of Available Power. 

ARTICLE 3 

[RESERVED] 

ARTICLE 4 

AVAILABLE POWER SUPPLY 

4.01. Operation of Project Generating Stations. Corporation shall operate and 
maintain the Project Generating Stations in a manner consistent with safe, prudent, and efficient 
operating practice so that the Available Power available from said stations shall be at the highest 
practicable level attainable consistent with OVEC's obligations under ReiiabilityFirst Reliability 
Standard BAL-002-RFC throughout the term of this Agreement. . 

4.02. Available Power Entitlement. The Sponsoring Companies collectively 
shall be entitled to take from Corporation and Corporation shall be obligated to supply to the 
Sponsoring Companies any and all Available Power and Available Energy pursuant to the 
provisions of this Agreement, Each Sponsoring Company"s Available Power Entitlement 
hereunder shall be its Power Participation Ratio, as defined in subsection 1 .0117, of Available 
Power. 

4.03. Available Energy, Corporation shall make Available Energy available to 
each Sponsoring Company in proportion to said Sponsoring Company's Power Participation 
Ratio. No Sponsoring Company, however, shall be obligated to avail itself of any Available 
Energy. Available Energy shall be scheduled and taken by the Sponsoring Companies in 
accordance with the following procedures: 

4.03 1 Each Sponsoring Company shall schedule the delivery of all or any 
portion (in whole MW increments) of its entitlement to Available Energy in accordance 
with scheduling procedures established by the Operating Committee from time to time. 

4.032 In the event that any Sponsoring Company does not schedule the 
delivery of all of its Power Participation Ratio share of Available Energy, then each such 
other Sponsoring Company may schedule the delivery of all or any portion (in whole 
MW increments) of any such unscheduled share of Available Energy (through successive 
allotments if necessary) in proportion to their Power Participation Ratios. 
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4.033 Notwithstanding any Available Energy schedules made in 
accordance with this Section 4.03 and the applicable scheduling procedures, (i) the 
Corporation shall adjust all schedules to the extent that the Corporation’s actual 
generation output is less than or more than the expected Nominal Power Available to all 
Sponsoring Companies, or to the extent that the Corporation is unable to obtain sufficient 
transmission service under the Tariff for the delivery of all scheduled Available Energy; 
and (ii) immediately following a Minimum Loading Event, any Sponsoring Company 
causing (in whole or part) such Minimum Loading Event shall have its Available Energy 
schedules increased after the schedules of the Sponsoring Companies not causing such 
Minimum Load Event, in accordance with the estimated ramp rates associated with the 
shutdown and start-up of the Corporation’s generation units as reflected in the schedules 
prepared by the Operating Committee and in effect as of the commencement of any 
Minimum Loading Event, which schedules may be adjusted from time to time as 
necessary by the Operating Committee: 

4.034 Each Sponsoring Company availing itself of Available Energy 
shalI be entitled to an amount of energy (herein called billing kilowatt-hours of Available 
Energy) equal to its portion, determined as provided in this Section 4.03, of the total 
Available Energy after deducting therefrom such Sponsoring Company’s proportionate 
share, as defined in this Section 4.03, of all losses as determined in accordance with the 
Tariff incurred in transmitting the total of such Available Energy from the 345-kV busses 
of the Project Generating Stations to the applicable delivery points, as scheduled pursuant 
to Section 9.01, of all Sponsoring Companies availing themselves of Available Energy. 
The proportionate share of all such losses that shall be so deducted fiom such Sponsoring 
Company’s portion of Available Energy shall be equal to a11 such losses multiplied by the 
ratio of such portion of Available Energy to the total of such Available Energy. Each 
Sponsoring Company shall have the right, pursuant to this Section 4.03, to avail itself of 
Available Energy for the purpose of meeting the loads of its own system andor of 
supplying energy to other systems in accordance with agreements, other than this 
Agreement, to which such Sponsoring Company is a party. 

4.035 To the extent that, as a result of the failure by one or more 
Sponsoring Companies to take its respective Power Participation Ratio share of the 
applicable Total Minimum Generating Output during any hour, a Minimum Loading 
Event shall occur, then such one or more Sponsoring Companies shall be assessed 
charges for any Minimum Loading Event Costs in accordance with Section 5.05. 

ARTICLE 5 

CHARGES FOR AVAILABLE POWER AND MINIMUM LOADING EVENT COSTS 

5.01. TutaE Monthly Charge. The amount to be paid to Corporation each month 
by the Sponsoring Companies for Available Power and Available Energy supplied under this 
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Agreement shall consist of the sum of an energy charge, a demand charge, and a transmission 
charge, all determined as set forth in this Article 5 .  

5.02. Energy Charge. The energy charge to be paid each month by the 
Sponsoring Companies for Available Energy shall be determined by Corporation as follows: 

5.02 1 Determine the aggregate of ail expenses for fuel incurred in the 
operation of the Project Generating Stations, in accordance with Account 501 (Fuel), 
Account 506.5 (Variable Reagent Costs Associated With Pollution Control Facilities) and 
509 (Allowances) of the Uniform System of Accounts. 

5.022 Determine for such month the difference between the total cost of 
fuel as described in subsection 5.021 above and the total cost of fuel included in any 
Minimum Loading Event Costs payable to the Corporation for such month pursuant to 
Section 8.03, For the purposes hereof the difference so determined shall be the fuel cost 
allocable for such month to the total kilowatt-hours of energy generated at the Project 
Generating Stations for the supply of Available Energy. For Available Energy availed of 
by the Sponsoring Companies, each Sponsoring Company shall pay Corporation for each 
such month an amount obtained by multiplying the ratio of the billing kilowatt-hours of 
such Available Energy availed of by such Sponsoring Company during such month to the 
aggregate of the billing kilowatt-hours of all Available Energy availed of by all 
Sponsoring Companies during such month times the total cost of fuel as described in this 
subsection 5.022 for such month. 

I 

5.03. Demand Charge. During the period commencing with the Effective Date 
and for the remainder af the term of this Agreement, demand charges payable by the Sponsoring 
Companies to Corporation shali be determined by the Corporation as provided below in this 
Section 5.03. Each Sponsoring Company's share of the aggregate demand charges shall be the 
percentage of such charges represented by its Power Participation Ratio. 

The aggregate demand charge payable each month by the Sponsoring Companies 
to Corporation shall be equal to the total costs incurred for such month by Corporation resulting 
from its ownership, operation, and maintenance of the Project Generating Stations and Project 
Transmission' Facilities determined as follows: 

As soon as practicable after the close of each calendar month the following 
components of costs of corporation (eliminating any duplication of costs which 
might otherwise be reflected among the corporate entities comprising 
Corporation) applicable for such month to the ownership, operation and 
maintenance of the Project Generating Stations and the Project Transmission 
Facilities, including additional facilities and/or spare parts (such as fuel 
processing plants, flue gas or waste product processing facilities, and facilities 
reasonably required to enable the Corporation to limit the emission of pollutants 
or the discharge of wastes in compliance with governmental requirements) and 
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replacements necessary or desirable to keep the Project Generating Stations and 
the Project Transmission Facilities in a dependable and efficient operating 
condition, and any provision for any taxes that may be applicable ta such charges, 
to be determined and recorded in the following manner: 

(a) Component (A) shall consist of fixed charges made up of 
(i) the amounts of interest properly chargeable to Accounts 427,430 and 
43 1 ,  less the amount thereof credited to Account 432, of the tJnifonn 
System of Accounts, including the interest component of any purchase 
price, interest, rental or other payment under an installment sale, loan, 
lease or similar agreement relating to the purchase, lease or acquisition by 
Corporation of additional facilities and replacements (whether or not such 
interest or other amounts have come due or are actually payable during 
such Month), (ii) the amounts of amortization of debt discount or premium 
and expenses properly chargeable to Accounts 428 and 429, and (iii) an 
amount equal to the sum of (I) the applicable amount of the debt 
amortization component for such month required to retire the total amount 
of indebtedness of Corporation issued and outstanding, (11) the 
amortization requirement for such month in respect of indebtedness of 
Corporation incurred in respect of additional facilities and replacements, 
and (111) to the extent not provided for pursuant to clause (11) of this 
clause (iii), an appropriate allowance for depreciation of additional 
facilities and replacements. 

(b) Component (B) shall consist of the total operating expenses 
for labor, maintenance, materials, supplies, services, insurance, 
administrative and general expense, etc., properly chargeable to the 
Operation and Maintenance Expense Accounts of the Uniform System of 
Accounts (exclusive of Accounts 501,509,555, 91 1,912,913,916, and 
917 of the Uniform System of Accounts), minus the total of all non-fuel 
costs included in any Minimum Loading Event Costs payable to the 
Corporation for such month pursuant to Section 8.03, minus the total of all 
transmission charges payable to the Corporation for such month pursuant 
to Section 5.04, and plus any additional amounts which, after provision for 
all income taxes on such amounts (which shall be included in Component 
.(C) below), shall equal any amounts paid or payable by Corporation as 
fines or penalties with respect to occasions where it is asserted that 
Corporation failed to comply with a law or regulation relating to the 
emission of pollutants or the discharge of wastes. 

(c) Component (C) shall consist of the total expenses for taxes, 
including all taxes on income but excluding any federal income taxes 
arising from payments to Corporation under Component (D) below, and 
all operating or other costs or expenses, net of income, not included or 
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specifically excluded in Components (A) or (B) above, including tax 
adjustments, regulatory adjustments, net losses for the disposition of 
property and other net costs or expenses associated with the operation of a 
utility. 

(d) Component (D) shall consist of an amount equal to the 
product of $2.089 multiplied by the total number of shares of capital stock 
of the par value of $1 00 per share of Ohio Valley Electric Corporation 
which shall have been issued and which are outstanding on the last day of 
such month. 

(e) Component (E) shall consist of an amount to be sufficient 
to pay the costs and other expenses relating to the establishment, 
maintenance and administration of life insurance, medical insurance and 
other postretirement benefits other thdn pensions attributable to the 
employment and employee service of active employees, retirees, or other 
employees, including without limitation any premiums due or expected to 
become due, as well as administrative fees and costs, such amounts being 
sufficient to provide payment with respect to all periods for which 
Corporation has committed or is otherwise obligated to make such 
payments, including amounts attributable to current employee service and 
any unamortized prior service cost, gain or loss attributable to prior 
service years (“Postretirement Benefit Obligation”); provided that, the 
amount payable for Postretirement Benefit Obligations during any month 
shall be determined by the Corporation based on, among other factors, the 
Statement of Financial Accounting Standards No. 106 (Employers’ 
Accounting For Postretirement Benefits Other Than Pensions) and any 
applicable accounting standards, policies or practices as adopted from time 
to time relating to accruals with respect to all or any portion of such 
Postretirement Benefit Obligation. 

(0 Component (F) shall consist of an mount that may be 
incurred in connection with the decommissioning, shutdown, demolition 
and closing af the Project Generating Stations when production of electric 
power and energy is discontinued at such Project Generating Stations, 
which amount shall indude, without limitation the following costs (net of 
any salvage credits): the costs of demolishing the plants’ building 
structures, disposal of non-salvageable materials, removal and disposal of 
insulating materials, removal and disposal of storage tanks and associated 
piping, disposal or removal of materials and supplies (including file1 oil 
and coal), grading, covering and reclaiming storage and disposal areas, 
disposing of ash in ash ponds to the extent required by regulatory 
authorities, undertaking corrective or remedial action required by 
regulatory authorities, and any other costs incurred in putting the facilities 
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in a condition necessary to protect health or the environment or which are 
required by regulatory authorities, or which are incurred to fund 
continuing obligations to monitor or to correct environmental problems 
which result, or are later discovered to result, from the facilities’ 
operation, closure or post-closure activities (“Decommissioning and 
Demolition Obligation”) provided that, the amount payable for 
Decommissioning and Demolition Obligations during any month shall be 
calculated by Corporation based on, among other factors, the then- 
estimated useful life of the Project Generating Stations and any applicable 
accounting standards, policies or practices as adopted from time to time 
relating to accruals with respect to all or any portion of such 
Decommissioning and Demolition Obligation, and provided further that, 
the Corporation shall recalculate the amount payable under this 
Component (F) for future months from time to time, but in no event later 
than five (5) years’after the most recent calculation. 

5.04. Transmission Charge. The transmission charges to be paid each month by 
the Sponsoring Companies shall be equal to the total costs incurred for such month by 
Corporation for the purchase of transmission service, ancillary services and other transmission- 
related services under the Tariff as reserved and scheduled by the Corporation to provide for the 
delivery of Available Power and Available Energy to the applicable delivery point under this 
Agreement. Each Sponsoring Company’s share of the aggregate transmission charges shall be 
the percentage of such charges represented by its Power Participation Ratio, 

5.05. Minimum Loading Event Costs. To the extent that, as a result of the 
failure by one or more Sponsoring Companies to take its respective Power Participation Ratio 
share of the applicable Total Minimum Generating Output during any hour, a Minimum Loading 
Event shall occur, then the sum of all Minimum Loading Event Costs relating to such Minimum 
Loading Event shall be charged to such Sponsoring Company or group of Sponsoring 
Companies that failed take its respective Power Participation Ratio share of the applicable Total 
Minimuni Generating Output during such period, with such Minimum Loading Event Costs 
allocated among such Sponsoring Companies on a pro-rata basis in accordance with such 
Sponsoring Company’s MWh share of the MWi reduction in the delivery of Available Energy 
causing any Minimum Loading Event. The applicable charges for Minimum Loading Event 
Costs as determined by the corporation in accordance with Section 5,05 shall be paid each month 
by the applicable Sponsoring Companies. 

ARTICLE 6 

Metering of Energy Suppfied 

6.01, Measuring Instrumenls. The parties hereto shall own and maintain such 
metering equipment as may be necessary to provide complete information regarding the delivery 
of power and energy to or for the account of any of the parties hereto; and the ownership and 



expense of such metering shall be in accordance with agreements among them. Each party will 
at its own expense make such periodic tests and inspections of its meters as may be necessary to 
maintain them at the highest practical commercial standard of accuracy and will advise all other 
interested parties hereto promptly of the results of any such test showing an inaccuracy of more 
than 1%. Each party will make additional tests of its meters at the request of any other interested 
party. Other interested parties shall be given notice of, and may have representatives present at, 
any test and inspection made by another party. 

ARTICLE 7 

COSTS OF REPLACEMENTS AND ADDITIONAL FACILITIES; 
PAYMENTS FOR EMPLOYEE BENEFITS; 

DECQMMISSION~G, SHUTDOWN, DEMOLITION AND CLOSING CHARGES 

7.0 1. Replacemenf Cos& The Sponsoring Companies shall reimburse 
Corporation for the difference between (a) the total cost of replacements chargeable to property 
and plant made by Corporation during any month prior thereto (and not previously reimbursed) 

, and (b) the amounts received by Corporation as proceeds of fire or other applicable insurance 
protection, or amounts recovered from third parties responsible for damages requiring 
replacement, plus provision for all taxes on income on such difference; provided that, to the 
extent that the Corporation arranges for the financing of any replacements, the payments due 
under this Section 7.01 shall equal the amount of all principal, interest, taxes and other costs and 
expenses related to such financing during any month. Each Sponsoring Company’s share of 
such payment shall be the percentage of such costs represented by its Power Participation Ratio. 
The term cost of replacements, as used herein, shall include all components of cost, plus removal 
expense, less salvage. 

7.02. Additionai Facilip Costs. The Sponsoring Companies shall reimburse 
Corporation for the total cost of additional facilities and/or spare parts purchased and/or installed 
by Corporation during any month prior thereto (and not previously reimbursed), plus provision 
for all taxes on income on such costs; provided that, to the extent that the Corporation arranges 
for the financing of any additional facilities andor spare parts, the payments due under this 
Section 7.02 shall equal the amount of all principal, interest, taxes and other costs and expenses 
related to such financing during any month. Each Sponsoring Company’s share of such payment 
shall be the percentage of such costs represented by its Power Participation Ratio. 

7.03. Paymentsfor Employee Benefits. Not later than the effective date of 
termination of this Agreement, each Sponsoring Company will pay to Corporation its Power 
Participation Ratio share of additional amounts, after provision for any taxes that may be 
applicable thereto, sufficieiit to cover any shortfall if the amount of the Postretirement Benefit 
ObIigation collected by the Corporation prior to the effective date of termination of the 
Agreement is insufficient to permit Corporation to fulfill its commitments or obligations with 
respect to both postemployment benefit obligations under the Statement of Financial Accounting 
Standards No. 112 and postretirement benefits other than pensions, as determined by Corporation 
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with the aid of an actuary or actuaries selected by the Corporation based on the terms of the 
Corporation’s then-applicable plans. 1 

7.04. Decommissioning, Shutdown, Demolition and Closing. The Sponsoring 
Companies recognize that a part of the cost of supplying power to it under this Agreement is the 
amount that may be incurred in connection with the decommissioning, shutdown, demolition and 
closing of the Project Generating Stations when production of eIectric power and energy is 
discontinued at such Project Generating Stations. Not later than the effective date of termination 
of this Agreement, each Sponsoring Company will pay to Corporation its Power Participation 
Ratio share of additional amounts, after provision for any taxes that may be applicable thereto, 
sufficient to cover any shortfall if the amount of the Decommissioning and Demolition 
obligation collected by the Corporation prior to the effective date of termination of the 
Agreement is insufficient to permit Corporation to complete the decommissioning, shutdown, 
demolition and closing of the Project Generating Stations, based on the Corporation’s 
recalculation of the Decommissioning and Demolition Obligation in accordance with Section 
5.03(f) of this Agreement no earlier than twelve ( I  2) months before the effective date of 
termination of this Agreement. 

ARTICLE 8 

BILLING AND PAYMENT 

8.01 Available Power, and Replacement and Additional Facility Costs. As 
soon as practicable after the end of each month Corporation shall render to each Sponsoring 
Company a statement of all Available Power and Available Energy supplied to or for the account 
of such Sponsoring Company during such month, specifying the amount due to the Corporation 
therefor, including any amounts for reimbursement for the cost of replacements and additional 
facilities and/or spare parts incurred during such month, pursuant to Articles 5 and 7 above. 
Such Sponsoring Company shall make payment therefor promptly upon the receipt of such 
statement, but in no event later than fifteen (1 5 )  days after the date of receipt of such statement. 
In case any factor entering into the computation of the amount due for Available Power and 
Available Energy cannot be determined at the time, it shall be estimated subject to adjustment 
when the actual determination can be made. 

8 -02. Provisional Payments for Available Power. The Sponsoring Companies 
shall, from time to time, at the request of the Corporation, make provisional semi-monthly 
payments for Available Power in amounts approximately equal to the estimated amounts payable 
for Available Power delivered by Corporation to the Sponsoring Companies during each semi- 
monthly period. As soon as practicable after the end of each semi-monthly period with respect 
to which Corporation has requested the Sponsoring Companies to make provisional semi- 
monthly payments for Available Power, corporation shall render to each Sponsoring Company a 
separate statement indicating the amount payable by such Sponsoring Company for such semi- 
monthly period. Such Sponsoring Company shall make payment therefor promptly upon receipt 
of such statement, but in no event later than fifteen (1 5 )  days after the date of receipt of such 
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statement and the amounts so paid by such Sponsoring Company shall be credited to the account 
of such Sponsoring Company with respect to future payments to be made pursuant to Articles 5 
and 7 above by such Sponsoring Company to Corporation for Available Power. 

8.03. Minimum Loading Event Costs. As soon as practicable after the end of 
each month, Corporation shall render to each Sponsoring Company a statement indicating any 
applicable charges for Minimurn Loading Event Costs pursuant to Section 5.05 during such 
month, specifying the amount due to the Corporation therefor pursuant to Article 5 above. Such 
Sponsoring Company shall make payment therefor promptly upon the receipt of such statement, 
but in no event later than fifteen (1 5) days after the date of receipt of such statement. In case the 
computation of the amount due for Minimum Loading Event Costs cannot be determined at the 
time, it shall be estimated subject to adjustment when the actual determination can be made, and 
all payments shall be subject to subsequent adjustment. 

8.04. IJnconditional Obligation to Pay Demand and Other Charges. The 
obligation of each Sponsoring Company to pay its specified portion of the Demand Charge under 
Section 5.03, the Transmission Charge under Section 5.04, and all charges under Article 7 for 
any Month shall not be reduced irrespective of: 

(a) whether or not any Available Power or Available Energy 
are supplied by the corporation during such calendar month and whether 
or not any Available Power or Available Energy are accepted by any 
Sponsoring Company during such calendar month; 

(b) the existence of any claim, set-off, defense, reduction, 
abatement or other right (other than irrevocable payment, performance, 
satisfaction or discharge in full) that such Sponsoring Company may have, 
or which may at any time be available to or be asserted by such 
Sponsoring Company, against the Corporation , any other Sponsoring 
Company, any creditor of the Corporation or any other Person (including, 
without limitation, arising as a result of any breach or alleged breach by 
either the Corporation, any other Sponsoring Company, any creditor of the 
Corporation or any other Person under this Agreement or any other 
agreement (whether or not related to the transactions contemplated by this 
Agreement or any other agreement) to which such party is a party); or 

(c) the validity or enforceability against any other Sponsoring 
Company of this Agreement or any right or obligation hereunder (or any 
release or discharge thereof) at any time. 
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ARTICLE 9 

GENERAL PROVISIONS 

9.01, Characteristics of Supply and Points of Delivery All power and energy 
delivered hereunder shall be 3-phase, 60-cycle, alternating current, at a nominal unregulated 
voltage designated for the point of delivery as described in this Article 9. Available Power and 
Available Energy to be delivered between Corporation and the Sponsoring Companies pursuant 
to this Agreement shall be delivered under the terms and conditions of the Tariff at the points, as 
scheduled by the Sponsoring Company in accordance with procedures estabIished by the 
Operating Committee and in accordance with Section 9.02, where the transmission facilities of 
Corporation interconnect with the transmission facilities of any Sponsoring Company (or its 
successor or predecessor); provided that, to the extent that a joint and common market is 
established for the sale of power and energy by sponsoring Companies within one or more of the 
regionai transmission organizations or independent system operators approved by the Federal 
Energy Regulatory Commission in which the Sponsoring Companies are members or otherwise 
participate, then Corporation and the Sponsoring Companies shall take such action as reasonably 
necessary to permit the Sponsoring Companies to bid their entitlement to power and energy from 
Corporation into such market(s) in accordance with the procedures established for such 
market( s) . 

9.02. Modijcation of Delivery Schedules Based on Available Transmission 
Capability. To the extent that transmission capability available for the delivery of Available 
Power and Available Energy at any delivery point is less than the total amount of Available 
Power and Available Energy scheduled for delivery by the Sponsoring Companies at such 
delivery point in accordance with Section 9-01, then the following procedures shall apply and the 
Corporation and the applicable Sponsoring Companies shall modify their delivery schedules 
accordingly until the total amount of Available Power and Available Energy scheduled for 
delivery at such delivery point is equal to or less than the transmission capability available for 
the delivery af Available Power and Available Energy: (a) the transmission capability available 
for the delivery of Available Power and Available Energy at the following delivery points shall 
be allocated first on a pro rata basis (in whole MW increments) to the following Sponsoring 
Companies up to their Power Participation Ratio share of the totat amount of Available Energy 
available to all Sponsoring Companies (and as applicable, filrther allocated among Sponsoring 
Companies entitled to allocation under this Section 9.02(a) in accordance with their Power 
Participation Ratios): (i) to Allegheny, Appalachian, Buckeye, Columbus, FirstEnergy, Indiana, 
Monongahela, Ohio Power and Peninsula (or their successors) for deliveries at the points of 
interconnection between the Corporation and Appalachian, Columbus, Indiana or Ohio Power, or 
their successors; (ii) to Duke Ohio (or its successor) for deliveries at the points of 
interconnection between the Corporation and Duke Ohio or its successor; (iii) to Dayton (or its 
successor) for deliveries at the points of interconnection between the Corporation and Dayton or 
its successor; and (iv) to Kentucky, Louisville and Southern Indiana (or their successors) for 
deliveries at the points of interconnection between the Corporation and Louisville or Kentucky, 
or their successors; and (b) any remaining transmission capability available for the delivery of 
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Available Power and Available Energy shall be allocated on a pro rata basis (in whole MW 
increments) to the Sponsoring Companies in accordance with their Power Participation Ratios. 

9.03. Operation and Maintenance of Systems Involved. corporation and the 
Sponsoring Companies shall operate their systems in parallel, directly or indirectly, except 
during emergencies that temporarily preclude parallel operation, The parties hereto agree to 
coordinate their operations to assure maximum continuity of service from the Project Generating 
Stations, and with relation thereto shall cooperate with one another in the establishment of 
schedules for maintenance and operation of equipment and shall cooperate in the coordination of 
relay protection, frequency control, and communication and telemetering systems. The parties 
shall build, maintain and operate their respective systems in such a manner as to minimize so far 
as practicable rapid fluctuations in energy flow among the systems. The parties shall cooperate 
with one another in the operation of reactive capacity so as to assure mutually satisfactory power 
factor conditions among themselves, 

The parties hereto shall exercise due diIigence and foresight in carrying out all 
matters related to the providing and operating of their respective power resources so as to 
minimize to the extent practicable deviations between actual and scheduled deliveries of power 
and energy among their systems. The parties hereto shall provide and/or install on their 
respective systems such communication, telemetering, frequency and/or tie-line control facilities 
essential to so minimizing such deviations; and shall fully cooperate with one another and with 
third parties (such third parties whose systems are either directly or indirectly interconnected 
with the systems of the Sponsoring Companies and who of necessity together with the parties 
hereto must unifL their efforts cooperatively to achieve effective and efficient interconnected 
systems operation) in developing and executing operating procedures that will enable the parties 
hereto to avoid to the extent practicable deviations from scheduled deliveries. 

In order to foster coordination of the operation and maintenance of Corporation’s 
transmission facilities with those facilities of Sponsoring Companies that are owned or 
functionally controlled by a regional transmission organization or independent system operator, 
Corporation shall use commercially reasonable efforts to enter into a coordination agreement 
with any regional transmission organization or independent system operator approved by the 
Federal Energy Regulatory Commission that operates transmission faciIities that interconnect 
with Corporation’s transmission facilities, and to enter into a mutually agreeable services 
agreement with a regional transmission organization or independent system operator to provide 
the Corporation with reliability and security coordination services and other related services. 

9.04. Power Deliveries as Affected by Physical Characteristics of Systems. It is 
recognized that the physical and electrical characteristics of the transmission facilities of the 
interconnected network of which the transmission systems of the Sponsoring Companies, 
Corporation, and other systems of third parties not parties hereto are a part, may at times 
preclude the direct delivery at the points of interconnection between the transmission systems of 
one or more of the Sponsoring Companies and Corporation, of some portion of the energy 
supplied under this Agreement, and that in each such case, because of said characteristics, some 
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of the energy will be delivered at points which interconnect the system of one or more of the 
Sponsoring Companies with systems of companies not parties to this Agreement. The parties 
hereto shall cooperate in the development of mutually satisfactory arrangements among 
themselves and with such companies not parties hereto whereby the supply of power and energy 
contemplated hereunder can be fulfilled. 

9.05, Operating Coinmittee, There shall be an “Operating Committee” 
consisting of one member appointed by the Corporation and one member appointed by each of 
the Sponsoring Companies electing so to do; provided that, if any two or more Sponsoring 
Companies are Affiliates, then such Affiliates shall together be entitled to appoint only one 
member to the Operating Committee. The “Operating Committee” shail establish (and modify as 
necessary) scheduling, operating, testing and maintenance procedures of the Corporation in 
support of this Agreement, including establishing: (i) procedures for scheduling delivery of 
Available Energy under Section 4.03, (ii) procedures for power and energy accounting, (iii) 
procedures for the reservation and scheduling of firm and non-firm transmission service under 
the Tariff for the delivery of Available Power and Available Energy, (iv) the Minimum 
Generating Unit Output, and (v) the form of notifications relating to power and energy and the 
price thereof. In addition, the Operating Committee shall consider and make recommendations 
to Corporation’s Board of Directors with respect to such other problems as may arise affecting 
the transactions under this Agreement. The decisions of the Operating Committee, including the 
adoption or modification of any procedure by the Operating Committee pursuant to this Section 
9.04, must receive the affirmative vote of at least two-thirds of the members of the Operating 
Committee, regardless of the number of members of the Operating Committee present at any 
meeting. 

9.06. Acknowledgment of Certain Rights. For the avoidance of doubt, all of the 
parties to this Agreement acknowledge and agree that (i) as of the effective date of the Current 
Agreement, certain rights and obligations of the Sponsoring Companies or their predecessors 
under the Original Agreement were changed, modified or otherwise removed, (ii) to the extent 
that the rights of any Sponsoring Company or their predecessors were thereby changed, modified 
or otherwise removed as of the effective date of the Current Agreement, such Sponsoring 
Company may be entitled to rights under applicable law, regulation, rules or orders under the 
Federal Power Act or otherwise adopted by the Federal Energy Regulatory Commission 
(“FERC”), (iii) as a result of the elimination as of the effective date of the Current Agreement of 
the firm transmission service previously provided during the term of the Original Ageement to 
Sponsoring Companies or their predecessors whose transmission systems were only indirectly 
connected to the Corporation’s facilities through intervening transmission systems by certain 
Sponsoring Companies or their predecessors whose transmission systems were directly 
connected to the Corporation’s facilities, such Sponsoring Companies or their predecessors 
whose transmission systems were only indirectly connected to the Corporation‘s facilities 
through intervening transmission systems shall have been entitled to such “roll over” firm 
transmission service for deIivery of their entitlement to their Power Participation Ratio share of 
Surplus Power and Surplus Energy under this Agreement, to the border of such Sponsoring 
Company system and intervening Sponsoring Company system, as would be accorded a long- 
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term firm point-to-point transmission service reservation under the then otherwise applicable 
FERC Open Access Transmission Tariff (“OATT”), (iv) the obligation of any Sponsoring 
Company to maintain or expand transmission capacity to accommodate another Sponsoring 
Company’s “roll over” rights to transmission service for delivery of their entitlement to their 
Power Participation Ratio share of Surplus Power and Surplus Energy under this Agreement 
shall be consistent with the obligations it would have for long-term firm point-to-point 
transmission service provided pursuant to the then otherwise applicable OATT, and (v) the 
parties shall cooperate with any Sponsoring Company that seeks to obtain andor exercise any 
such rights available under applicable law, regulation, rules or orders under the Federal Power 
Act or otherwise adopted by the FERC. 

9.07. Term of Agreement. ‘This Agreement shall become effective upon the 
Effective Date and shall terminate upon the earlier of: (1) June 30,2040 or (2) the sale or other 
disposition of all of the facilities of the Project Generating Stations or the permanent cessation of 
operation of such facilities; provided that, the provisions of Articles 5, 7 and 8, this Section 9.07 
and Sections 9.08,9.09, 9.10,9.11, 9.12,9.14,9.15,9.16, 9.17 and 9.18 shall survive the 
termination of this Agreement, and no termination of this Agreement, for whatever reason, shall 
release any Sponsoring Company of any obligations or liabilities incurred prior to such 
termination. 

9.08. Access to Records. Corporation shall, at all reasonable times, upon the 
request of any Sponsoring Company, grant to its representatives reasonable access to the boolts, 
records and accounts of the Corporation, and furnish such Sponsoring Company such 
information as it may reasonably request, to enable it to determine the accuracy and 
reasonableness of payments made for energy supplied under this Agreement. 

9.09. Modification of Agreement. Absent the agreement of all parties to this 
Agreement, the standard for changes to provisions of this Agreement related to rates proposed by 
a party, a non-party or the Federal Energy Regulatory Commission (or a successor agency) 
acting sua sponte shal1 be the “public interest” standard of review set forth in United Gas 
Pipeline Ca. v. Mobile Gas Serv. Corp., 350 US. 332 (1956) and Federal Power Comm’n v. 
Sierra Pacific Power Co., 350 U S .  348 (1956). 

9.1 0. Arbitration. Any controversy, dispute or claim arising out of this 
Agreement or the refusal by any party hereto to perform the whole or any part thereof, shall be 
determined by arbitration, in the City of Columbus, Frankiin County, Ohio, in accordance with 
the Commercial Arbitration Rules of the American Arbitration Association or any successor 
organization, except as otherwise set forth in this Section 9.10. 

The party demanding arbitration shall serve notice in writing upon all other 
parties hereto, setting forth in detail the controversy, dispute or claim with respect to which 
arbitration is demanded, and the parties shall thereupon endeavor to agree upon an arbitration 
board, which shall consist of three members (“Arbitration Board”). If all the parties hereto fail 
so to agree within a period of thirty (30) days .from the original notice, the party demanding 
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arbitration may, by written notice to all other parties hereto, direct that any members of the 
Arbitration Board that have not been agreed to by the parties shall be selected by the American 
Arbitration Association, or any successor organization. No person shall be eligible for 
appointment to the Arbitration Board who is an officer, employee, shareholder of or otherwise 
interested in any of the parties hereto or in the matter sought to be arbitrated. 

The Arbitration Board shall afford adequate opportunity to all parties hereto to 
present infomation with respect to the controversy, dispute or claim submitted to arbitration and 
may request further information from any party hereto; provided, however, that the parties hereto 
may, by mutual agreement, specify the rules which are to govern any proceeding before the 
Arbitration Board and limit the matters to be considered by the Arbitration Board, in which event 
the Arbitration Board shall be governed by the terms and conditions of such agreement. 

The determination or award of the Arbitration Board shall be made upon a 
determination of a majority of the kembers thereof. The findings and award of the Arbitration 
Board shall be final and conclusive with respect to the controversy, dispute or claim submitted 
for arbitration and shall be binding upon the parties hereto, except as otherwise provided by law. 
The award of the Arbitration Board shall specify the manner and extent of the division of the 
costs of the arbitration proceeding afnong the parties hereto. 

9.1 1. Liability. The rights and obligations of all the parties hereto shall be 
several and not joint or joint and several. 

9.12. Force Majeure. No party hereto shall be held responsible or liable for any 
loss or damage on account of non-delivery of energy hereunder at any time caused by an event of 
Force Majeure. “Force Majeure” shall mean the occurrence or non-occurrence of any act or 
event that could not reasonably have been expected and avoided by exercise of due diligence and 
foresight and such act or event is beyond the reasonable control of such party, including to the 
extent caused by act of God, fire, flood, explosion, strike, civil or military authority, insurrection 
or riot, act of the elements, or failure of equipment. For the avoidance of doubt, “Force 
Majeure” shall in no event be based on any Sponsoring Company’s financial or economic 
conditions, including without limitation (i) the loss of the Sponsoring Company’s markets; or (ii) 
the Sponsoring Company’s inability economically to use or resell the Available Power or 
Available Energy purchased hereunder. 

9.13. Governing Law. This Agreement shall be governed by, and construed in 
accordance with, the laws of the State of Ohio. 

9.14. Regulatory Approvals. This Agreement is made subject to the jurisdiction 
of any governmental authority or authorities having jurisdiction in the premises and the 
performance thereof shall be subject to the following: 

(a) The receipt of all regulatory approvals, in form and substance 
satisfactory to Corporation, necessary to permit Corporation to perform all the 
duties and obligations to be performed by Corporation hereunder. 
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(b) The receipt of all regulatory approvals, in form and substance 
satisfactory to the Sponsoring Companies, necessary to pennit the Sponsoring 
Companies to cany out all transactions contemplated herein. 

9.1 5 .  Notices. All notices, requests or other communications under this 
Agreement shall be in writing and shall be sufficient in all respects: (i) if delivered in person or 
by courier, upon receipt by the intended recipient or an employee that routinely accepts packages 
or letters from couriers or other persons for delivery to personnel at the address identified above 
(as confirmed by, if delivered by courier, the records of such courier), (ii) if sent by facsimile 
transmission, when the sender receives confirmation from the sending facsimile machine that 
such facsimile transmission was transmitted to the facsimile number of the addressee, or (iii) if 
mailed, upon the date of delivery as shown by the return receipt therefor. 

9.16. Waiver. Performance by any party to this Agreement of any responsibility 
or obligation to be performed by such party or compliance by such party with any condition 
contained in this Agreement may by a witten instrument signed by all other parties to this 
Agreement be waived in any one or more instances, but the failure of any party to insist in any 
one or more instances upon strict performance of any of the provisions of this Agreement or to 
take advantage of any of its rights hereunder shall not be construed as a waiver of any such 
provisions or the relinquishment of any such rights, but the same shall continue and remain in 
full force and effect, 

9,17. Titles ofArtides and Seclions. The titles of the Articles and Sections in 
this Agreement have been inserted as a matter of convenience of reference and are not a part of 
this Agreement. 

9.1 8. Successors and Assigns. This Agreement may be executed in any number 
of counterparts, all of which shall constitute but one and the same document. 

9.18 1 This Agreement shall inwe to the benefit of and be binding upon 
the parties hereto and their respective successors and assigns, but a party to this 
Agreement may not assign this Agreement or any of its rights, title or interests in or 
obligations (including without limitation the assumption of debt obligations) under this 
Agreement, except to a successor to all or substantially all the properties and assets of 
such party or as provided in Section 9.182 or 9.183, without the written consent of all the 
other parties hereto. 

9.182 Notwithstanding the provisions of Section 9. I 8 1, any Sponsoring 
Company shall be permitted to, upon thirty (30) days notice to the Corporation and each 
other Sponsoring Company, without any further action by the Corporation or the other 
Sponsoring Companies, assign all or part of its rights, title and interests in, and 
obligations under this Agreement to a Permitted Assignee, provided that, the assignee and 
assignor of the rights, title and interests in, and obligations under, this Agreement have 
executed an assignment agreement in form and substance acceptable to the Corporation 
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in its reasonable discretion (including, without limitation; the agreement by the 
Sponsoring Company assigning such rights, title and interests in, and obligations under, 
this Agreement to reimburse the corporation and the other Sponsoring Companies for 
any fees or expenses required under any security issued, or agreement entered into, by the 
Corporation as a result of such assignment, including without limitation any consent fee 
or additional financing costs to the Corporation under the Corporation’s then-existing 
securities or agreements resulting from such assignment), 

9.1 83 Notwithstanding the provisions of Section 9.1 8 1, any Sponsoring 
Company shall be permitted to, subject to compliance with all of the requirements of this 
Section 9.183, assign all or part of its rights, title and interests in, and obligations under 
this Agreement to a Third Party without any further action by the Corporation or the 
other Sponsoring Companies. 

(a) A Sponsoring Company (the “Transferring Sponsor”) that 
desires to assign all or part of its rights, title and interests in, and 
obligations under this Agreement: to a Third Party shall deliver an Offer 
Notice to the Corporation and each other Sponsoring Company. The Offer 
Notice shall be deemed to be an irrevocable offer of the subject rights, title 
and interests in, and obligations under this Agreement to each of the other 
Sponsoring Companies that is not an Affiliate of the Transferring Sponsor, 
which offer must be held open for no less than thirty (30) days from the 
date of the Offer Notice (the “Election Period”). 

(b) The Sponsoring Companies (other than the Transferring 
Sponsor and its Affiliates) shall first have the right, but not the obligation, 
to purchase all of the rights, title and interests in, and obligations under 
this Agreement described in the Offer Notice at the price and on the terms 
specified therein by delivering written notice of such election to the 
Transferring Sponsor and the Corporation within the Election Period; 
provided that, irrespective of the ternis and conditions of the Offer Notice, 
a Sponsoring Company may condition its election to purchase the interest 
described in the Offer Notice on the receipt of approval or consent from 
such Sponsoring Company’s Board of Directors; provided fbrther that, 
written notice of such conditional election must be delivered to the 
Transferring Sponsor and the Corporation within the Election Period and 
such conditional election shall be deemed withdrawn (as if it had never 
been provided) unless the Sponsoring Company that delivered such 
conditional election subsequently delivers written notice to the 
Transferring Sponsor and the Corporation on or before the tenth (1 Oth) day 
after the expiration of the Election Period that all necessary approval or 
consent of such Sponsoring Company’s Board of Directors have been 
obtained. To the extent that more than one Sponsoring Company 
exercises its right to purchase all of the rights, title and interests in, and 



22 

obligations under this Agreement described in the Offer Notice in 
accordance with the previous sentence, such rights, title and interests in, 
and obligations under this Agreement shall be allotted (successively if 
necessary) among the Sponsoring Companies exercising such right in 
proportion to their respective Power Participation Ratios. 

(c) Each Sponsoring Company exercising its right to purchase 
any rights, title and interests in, and obligations under this Agreement 
pursuant to this Section 9.183 may choose to have an Affiliate purchase 
such rights, title and interests in, and obligations under this Agreement; 
provided that, notwithstanding anything in this Section 9.1 83 to the 
contrary, any assignment to a Sponsoring Company or its AffiIiate 
hereunder must comply with the requirements of Section 9.1 82. 

(d) If one or more Sponsoring Companies have elected to 
purchase all of the rights, title and interests in, and obligations under this 
Agreement of the Transferring Sponsor pursuant to the Offer Notice, the 
assignment of such rights, title and interests in, and obligations under this 
Agreement shall be consummated as soon as practical after the delivery of 
the election notices, but in any event no later than fifteen (1 5) days after 
the filing and receipt, as applicable, of all necessary governmental filings, 
consents or other approvals and the expiration of all applicable waiting 
periods. At the closing of the purchase of such rights, title and interests in, 
and obligations under this Agreement from the Transferring Sponsor, the 
Transferring Sponsor shall provide representations and warranties 
customary for transactions of this type, including those as to its title to 
such securities and that there are no liens or other encumbrances on such 
securities (other than pursuant to this Agreement) and shall sign such 
documents as may reasonably be requested by the Corporation and the 
other Sponsoring Companies. The Sponsoring Companies or their 
Affiliates shall only be required to pay cash for the rights, title and 
interests in, and obligations under this Agreement being assigned by the 
Transferring Sponsor. 

(e) To the extent that the Sponsoring Companies have not 
elected to purchase all of the rights, title and interests in, and obligations 
under this Agreement described in the Offer Notice, the Transferring 
Sponsor may, within one-hundred and eighty (1 80) days after the later of 
the expiration of the Election Period or the deemed withdrawal of a 
conditional election by a Sponsoring Company under Section 9.183(b) 
hereof (if applicable), enter into a definitive agreement to, assign such 
rights, title and interests in, and obligations under this Agreement to a 
Third Party at a price no less than 92.5% of the purchase price specified in 
the Offer Notice and on other material terms and conditions no more 
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favorable to the such Third Party than those specified in the Offer Notice; 
provided that such purchases shall be conditioned upon: (i) such Third 
Party having long-term unsecured non-credit enhanced indebtedness, as of 
the date of such assignment, with a Standard & Poor’s credit rating of at 
least BBB- and a Moody’s Investors Service, Inc. credit rating of at least 
Baa3 (provided that, if such Third Party’s long-term unsecured non-credit 
enhanced indebtedness is not currently rated by one of Standard & Poor’s 
or Moody, such Third Party’s long-term unsecured non-credit enhanced 
indebtedness, as of the date of such assignment, must have either a 
Standard & Poor’s credit rating of at least BRB- or a Moody‘s Investors 
Service, Inc. credit rating of at least Baa3); (ii) the filing or receipt, as 
applicable, of any necessary governmental filings, consents or other 
approvals; (iii) the determination by counsel for the Corporation that the 
assignment of the rights, title or interests in, or obligations under, this 
Agreement to such Third Party would not cause a termination, default, 
loss or payment obligation under any security issued, or agreement entered 
into, by the Corporation prior to such transfer; and (iv) such Third Party 
executing a counterpart of this Agreement, and both such Third Party and 
the Sponsoring Company which is assigning its rights, title and interests 
in, and obligations under, this Agreement executing such other documents 
as may be reasonably requested by the Corporation (including, without 
limitation, an assignment agreement in form and substance acceptable to 
the Corporation in its reasonable discretion and containing the agreement 
by such Sponsoring Company to reimburse the Corporation and the other 
Sponsoring Companies for any fees or expenses required under any 
security issued, or agreement entered into, by the corporation as a result 
of such assignment, including without limitation any consent fee or 
additional financing costs to the Corporation under the Corporation’s then- 
existing securities or agreements resulting from such assignment). In the 
event that the Sponsoring Company and a Third Party have not entered 
into a definitive agreement to assign the interests specified in the Offer 
Notice to such Third Party within the later of one-hundred and eighty 
(1 80) days after the expiration of the Election Period or the deemed 
withdrawal of a conditional election by a Sponsoring Company under 
Section 9.183@) hereof (if applicable) for any reason or if either the price 
to be paid by such Third Party would be less than 92.5% of the purchase 
price specified in the Offer Notice or the other material terms of such 
assignment would be more favorable to such Third Party than the terms 
specified in the Offer Notice, then the restrictions pravided for herein shalI 
again be effective, and no assignment of any rights, title and interests in, 
and obligations under this Agreement may be made thereafter without 
again offering the same to Sponsoring Companies in accordance with this 
Section 9.183 e 
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ARTICLE 10 

REPRESENTATIONS AND WARRANTIES 

10.0 1. Representations and Warranties. Each Sponsoring Company hereby 
represents and warrants for itself, on and as of the date of this Agreement, as follows: 

(a) it is duly organized, validly existing and in good standing 
under the laws of its state of organization, with full corporate power, 
authority and legal right to execute and deliver this Agreement and to 
perform its obIigations hereunder; 

(b) it has duly authorized, executed and delivered this 
Agreement, and upon the execution and defivery by all of the parties 
hereto, this Agreement will be in full force and effect, and will constitute a 
legal, valid and binding obligation of such Sponsoring Company, 
enforceable in accordance with the terms hereof, except as enforceability 
may be limited by applicable bankruptcy, insolvency, fraudulent 
conveyance, reorganization, moratorium or other similar laws affecting the 
enforcement of creditors’ rights generally; 

(c) Except as set forth in Schedule lO.OI(c) hereto, no consents 
or approvals of, or filings or registrations with, any governmental 
authority or public regulatory authority or agency, federal state or local, or 
any other entity or person are required in connection with the execution, 
delivery and performance by it of this Agreement, except for those which 
have been duly obtained or made and are in full force and effect, have not 
been revoked, and are not the subject of a pending appeal; and 

(d) the execution, delivery and performance by it of this 
Agreement will not conflict with or result in any breach of any of the 
terms, conditions or provisions of, or constitute a default under its charter 
or by-laws or any indenture or other material agreement or instrument to 
which it is a party or by which it may be bound or result in the imposition 
of any liens, claims or encumbrances on any of its property. 

ARTICL,E I 1  

EVENTS OF DEFAULT AND REMEDIES 

1 1.01. Payment Default. If any Sponsoring Company fails to make fulI payment 
to Corporation under this Agreement when due and such failure is not remedied within ten (1 0) 
days after receipt of notice of such failure from the Corporation, then such failure shall constitute 
a “Payment Default” on the part of such Sponsoring Company. Upon a Payment Default, the 
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Corporation may suspend service to the Sponsoring Company that has caused such Payment 
Default for all or part of the period of continuing default (and such Sponsoring Company shall be 
deemed to have notified the Corporation and the other Sponsoring Companies that any Available 
Energy shall be available for scheduling by such other Sponsoring Companies in accordance 
with Section 4,032). The Corporation’s right to suspend service shall not be exclusive, but shall 
be in addition to all remedies available to the Corporation at law or in equity. No suspension of 
service or termination of this Agreement shall relieve any Sponsoring Company of its obligations 
under this Agreement, which are absolute and unconditional. 

11.02, Perjormance Default. If the Corporation or any Sponsoring Company 
fails to comply in any material respect with any of the material terms, conditions and covenants 
of this Agreement (and such failure does not constitute a Payment Default under Section 1 I.Ol), 
the Corporation (in the case of a default by any Sponsoring Company) and any Sponsoring 
Company (in the case of a default by the Corporation) shall give the defaulting party written 
notice of the default (“Performance Default”). To the extent that a’Performance Default is not 
cured within thirty (30) days after receipt of notice thereof (or within such longer period of time, 
not to exceed sixty (60) additional days, as necessary for the defaulting party with the exercise of 
reasonable diligence to cure such default), then the Corporation (in the case of a default by any 
Sponsoring Company) and any Sponsoring Company (in the case of a default by the 
Corporation) shall have all of the rights and remedies provided at law and in equity, other than 
termination of this Agreement or any release of the obligation of the Sponsoring Companies to 
make payments pursuant to this Agreement, which obligation shall remain absolute and 
unconditional. 

1 1.03. Waiver. No waiver by the Corporation or any Sponsoring Company of 
any one or more defaults in the performance of any provision of this Agreement shall be 
construed as a waiver of any other default or defaults, whether of a like kind or different nature. 

1 1.04. Limitation of Liability and Damages. TO THE F‘CJLIEST EXTENT 
PERMITTED BY LAW, NEITHER THE CORPORATION, NOR ANY SPONSORING 
COMPANY SHALL BE LIABLE UNDER THIS AGREEMENT FOR ANY 
CONSEQUENTIAL, INCIDENTAL, PUNITIVE, EXEMPLARY OR INDIRECT DAMAGES, 
LOST R-EVENUES, LOST PROFITS OR OTHER BUSINESS INTERRUPTION DAMAGES, 
BY STATUTE, IN TORT OR CONTRACT, OR OTHERWISE. 

[Signature pages follow] 
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IN WITNESS W ~ O F ,  the parties hereto have caused this Amended and Restated Inter- 
Company Power Agreement to be duly executed and delivered by their proper and duiy 
authorized officeis as of Septemba 10,201 0. 

OM0 VALLEY ELECTRIC 
CORPOlRATlON 

A P P A L A C !  POWER COMPANY 

C0L;uMBUS SOUTHEFtN POWER 
COMPANY 

IDWX ENERGY OHIO, INC. 

INDIANA MICHIGAN POWER 
COMPANY 

BY 
Its 

ALLEGmNY ENERGY SUPPLY 
COMPANY, L.L.C, 

BUCKEYE POWER GENERATING, 
LLC 

THE DAYTON POWER ANI) 
LIGHT COMPANY 

KEXTUCKY WTXLITIES 
COMPANY 

BY 
Its 

Amended and Restated Inter-Company Power Agreement 
S-I 

030860-0015-02023-Aaivc 120261 16.4 



IN WITNESS WWEIREOF, the parties hereto have caused this Amended and Restated lnter- 
Company Power Ageemeat to be duly executed and delivered by their proper and duly 
authorized officers as of September: 10,2010, 

OHIO VALLEY ELIC(TIIuC 
CORPORATION 

BY 
Its 

APPALACHIAN POWER COMPANY 

C0L;UMIsUS SOUTHERN POWER 
COMPANY 

DUKE EmRGY OHIO, INC. 

INDIANA MICHIGAN POWER 
COMPANY 

ALLEGHENY ENERGY SUPPLY 
COMPANY, L.L.C, 

! 

! 

THE DAYTON POWER AND 
LIGHT COWANY 

BY 

FIRSTENERGY GENERATION 
COW. 

KENTUCKY UTI[LITIES 
COMPANY 

BY 
Its 

Amended and Restated Inter-C~mpany Power Agreement 
S-1 

0 3 0 ~ l E o 2 0 2 3 ~ & i v c  I20261 16.4 



IN WITNESS %'€EREOF, the parties hereto have caused this Amended and Restated Inter- 
Company Power Agreement to be duly executed and delivered by their proper and duly 
authoiked officers as of September IO, 20 10. 

OHIO VALLEY ELECTRIC 
CORPORATION 

BY 
Its 

APP&ACWAN POWER COMPANY 

COLUMBUS SOUTEIERN POWER 
COlMpANy 

DUXClE IENIERGY OHIO, INC. 

INDIANA MICRIGAN F O W R  
COMPANY 

ALLEGHENY ENERGY SUPPLY 
COMPANY, L.L.C. 

"FIE DAYTON POWER AND 
LIGHT COMPANY 

FIMTEIVERGY GENERATION 
cow. 

KENTUCKY UTILTTIES 
COMPANY 

Amended and Restated bter-company Power Agreement 
S- 1 

0308M1-00154202fAit~c. 120261 16.4 



IN WITNESS WJAEREQF, the parties hereto have caused this Amended and Restated Inter- 
Company Power Agreement to be duly executed and delivcred by their proper and duly 
authorhed officers y of September 10,201 0. 

Om0 VALLEY E L E m C  
CORPORATION 

BY 
ItS 

APPALMXIAN POWER COMPANY 

COLuMl3US SOUTHERN POWER 
COMPANY 

DUKE ENERGY OHIO, INC. 

INDIANA MICHIGAN POWER 
COMPANY 

BY 
its 

ALLEGHENY ENERGY SUPPLY 
COMPANY, L.L.Cn 

BUCmW POWER GENERATING, 
LLC 

THE DAYTON POWER AND 
LIGHT COMPANY 

PTRSTENERGY GENERATION 
CORP. 

BY ---- 
It¶ ---- 

KENTUCKY UTILWlES 
COMPANY 

Amended and Restated Intcr-Compeny Power Agreement 
$1 

030860WIE021123.Acliic 120241164 
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i IN WITNESS WHE&OF, the parties hereto have cawed this Amended and Restated Jnter- 
Company Power Agreement.to be duly executeil and delivered by their proper and duly 1 
a u t h o k d  officeis as of September 10,201 0. 

BY 
Its 

COLWMBUS SOUTHERN POWER 
COMPANY 

BY 
. .  Its 

J. 

ALLEGHENY ENERGY SUPPLY 
comm,  LLC. 

BU-YE POWER GENERATING, 
U C  

THE DAYTON P O m R  AMI 
UGHT COMPANY 

BY' 
Its 

BY 
Its ' 

KENTUCKY UTZLTTlES 
COMPANY 

I 



M WfI'NESS WHEmOF, the parties hereto have caused this Amended and Restated Inter- 
Company Power A m e n t  to be duly executed and delivered by their proper. and duly 
authorized officers 2qs: ofSeptember 10,2010. 

OHIO VALLEY J.iLEmc 
COWORATTON 

COLVMBUS SOUTHERN POWER 
COMPANY 

DUKE ENERGY OHIO, INC. 

BY 
Its ---- 

INDIANA MICHIGAN P O M R  
COMPANY 

BY - 
Its 

ALLEGFZENY ENERGY SUPPLY 
COMPANY, L.L.C. 

THE DAWON POWER AND 
LIGHT COMPANY 

FIIRSTENERGY GENERATTON 
COW. 

BY 
Its -- 

KENTUCKY UTILITIES 
COMPANY 

BY 
Its 

Amended snd Rcstated Inttr-Company Power Agreement 
S-1 

0308601W)!51n43-AailZ026116.4 



IN WITNXSS WHEXEOF, the parties hereto have caused this Amended and Restated Intex- 
Company PoweI Agraement to be duly executed and deIivexed by thek proper and duly 
authorized oficeis as of September 10,2010 

OHIO VALLEY ELECTIRIC 
CORPORA1[?ON 

BY 
Its 

APPALACHIAN P O W R  COMPANY 

BY 
ItS 

COLUMBUS SOUTHERN POWER 
COMPANY 

DUKlE ENERGY OKZO, INC. 

BY - 
Its 

INI)XANA MICHIGAN POWER 
COMPANY 

BY 
Its 

ALLEGHENY ENERGY SUPPLY 
COMPANY, L.L.C. 

BY I_ 

Its 

BUCKEYE POWER GENERATING, 
IJLC 

Its President & e60 

THE DAYTON POWER AND 
LIGHT COMPANY 

BY 
Its 

F'IRSTENERGY GENERATION 
cow. 

BY 
Its 

KENTUCKY UTILITIES 
COMPANY 

BY 
Its 

Amended and Restated Inter-Company Power Agreement 
s- 1 

030860.0015.02023-Active 120261 16 4 



TN WITNl2SS WHEREOF, the parties hereto have caused this Amended and Restated Inter- 
company Power Agreement to be duly executed and delivered by their proper and duly 
authorized officers as of September 10,2010. 

OHYO VALLEY ELECTRIC 
CORPORATION 

BY 
Its 

AFPALACHUN POWER COMPANY 

C O L W U S  SOUTHOERN POWER 
COMPANY 

DUXOE: ENERGY OmO, INC. 

INDIANA MICHIGAN POWER 
COMPANY 

BY 
Its 

ALLEGHJtNY ENERGY SUPPLY 
COMPANY, L.L.C. 

BUCKEYE P Q W R  GENERATING, 
LLC 

THE DAYTON POWER AND 
LIGfI" COMPANY 

KENTUCKY UTfLITXES 
COMPANY 

Amcndcd andRestated Inrer-Company Power Agreement 
s-1 

OW-W)lS.MM3&Iiv~ctivc 120261164 



IN WITkRSS WHlBI3OE;, the parties hereto have caused this Amended and Restated lnter- 
Company Power Agreement to be duly executed and delivered by their proper and duly 
authorized officers of September 10,2010. 

OHIO VALLEY ELECTRIC 
COxipORAl?ON 

BY 
Its 

APPALAQ3[1Azv POWER COMPANY. 

BY 
Its 

BY 
Its 

INDIANA MICHIGAN POWER 
COMPAM! 

ALLEGHENY ENERGY SUPPLY 
COMPANY, L,L.C. 

TRE DAYTON POWER AND 
LIGHT COMPANY 

KENTUCKY UTILITIES 
COMPANY 



IN WITNESS WIEREOF, the parties hereto have caused this Amended and Restated Inter- 
Company Power Agreement to be duly execukd and delivered by their proper' and duly 
authorized officers @ of' September 10,201 0. 

OHIO VALLEY ELECTRIC 
CORPORATION 

ALLEGHENY ENERGY SUPPLY 
COMPANY, L.L.C. 

BY 
Its 

COLUMBUS SOUTHERN POWER 
COMPANY 

DUKE EMERGY OHIO, 'INC. 

INDIANA MICHIGAN POWER 
COMPANY 

B U W Y E  POWER GENERATING, 
LLC 

BY 
Its --- 
THE DAYTON POWER AND 
LIGHT COMPANY 

FIRSTENERGY GENERATION 
COW. 

KENTUCKY UTILJTHCS 
COMPANY 

BY 
Its 

Amended and Restated Inter-Company Power Agreement 
s- 1 

0308W-01)1542023-Aalvc 12036116 4 



LOUXSVILLE GAS AMD ELECTRIC 
COMPANY COMPANY 

MONONGAHELA POWER 

om0 POWER COMPANY SOUTHERN INDIANA GAS AND 
ELECTRIC COMPANY 

Amended and Restated Inter-Company POWLT Agreemeni 
s -2 

030860-0015-02023-Ac((cr I10261 164 



LOIJISVILLE GAS AM) ELECTMC 
COMPANY COMPANY 

MONONGAlEIELA POWER 

OEJIO POWER COMPANY SOUTHERN INDIANA GAS AND 
ELlEcTRIC COMPANY 

BY 
Its 

.__I.-- 

Amcnded and Resteted Inter-Company Powcr Agncmcnl 
s *2 

030860-UO1M2at3-Adive 12026116 4 



LOWSVILLE GAS AND ELECTRIC 
COMPANY COMPANY 

BY --- BY 
Its Its 

MONONGAHELA POWER 

OHIO mwEx COMPANY SOuTMERly INDIANA CAS AND 
ELECTRIC COMPANY 

BY ---- 
Its BY - 

Its __.___ 

Amended end Rcstaed Inter-Company Powcr Agrement 
s.2 

WJ%LWUm23*A&# 1111261 M A  



LOUISVILLE GAS AM, ELECTRIC MONONGAHELA POWER 
COMPANY COMPANY 

OEUO POWER COMPANI! SOUTHERN INDIANA CAS AND 
ELECTRIC COMPANY 

Amended and Resieted Inlet-Company Powcr Agrcemenl 
s -2 

D30860#1SmM3-Adh 120261 164 



3 



SCHEDULE lO.Ol(c) 

Allegheny Energy Supply Company, L.L.C. 

and 

Monongahela Power Company 

Filing with, or consent or approval of, the Federal Energy Regulatory Commission 

002600-0001 -02023-Active 120261 5 1  3 



SCHEDULE 10.0 1( e) 

Appalachian Power Company 

Filing with, or consent or approval of, the Federal Energy Regulatory Commission 

Approval of the Virginia State Corporation Commission 

Filing with the Public Service Cornmission of West Virginia 

00260U-W01-02023-Active, 120261 SI 3 



SCHEDULE lO.Ol(c) 

Buckeye Power Generating, LLC 

None 

002600-0001.0?023-Active 120261 51 3 



SCHEDULE 10.01(e) 

Columbus Southern Power Company 

Filing with, or consent or approval of, the Federal Energy Regulatory Commission 

002600-0001-0Z0?3-AEtive 12076151.3 



SCHEDULE 1 O.Ol(c) 

The Dayton Power and Light Company 

Filing with, or consent or approval of, the Federal Energy Regulatory Commission 

00?600-0001-02023-Active 120261 51 3 



SCHEDULE lO.Ol(c) 

Duke Energy Ohio, h c .  

Filing with, or consent or approval of, the Federal Energy Regulatory Commission 

002600-0001-0202,3-Active 1202615 I 3 



SCHEDULE lO.Ol(c) 

FirstEnergy Generation Corp. 

Filing with, or consent or approval of, the Federal Energy Regulatory Commission 



SCHEDULE lO.Ol(c) 

Indiana Michigan Power Company 

Filing with, or consent or approval of, the Federal Energy Regulatory Cornmission 

Filing with the Indiana Utility Regulatory Commission 

002600-0001-0202'I-Activc l202615i .3 



SCHEDULE lO.Ol(c) 

Kentucky Utilities Company 

Filing with, or consent or approval of, the Federal Energy Regulatory Cornmission 

Consent or approval of, or filings or registrations with, the Kentucky Public Service Commission 
may be required 

002600-0001-02023-Active 12026151.3 



SCHEDULE lO.Ol(c) 

Louisville Gas and Electric Company 

Filing with, or consent or approval of, the Federal Energy Regulatory Commission 

Consent or approval of, or filings or registrations with, the Kentucky Public Service Commission 
may be required 

002600-000161023-Active. 12026151.3 



SCHEDULE lO.Ol(c) 

Ohio Power Company 

Filing with, or consent or approval of, the Federal Energy Regulatory Commission 

002600-000142023-Active.1202615 I .3 



None 

SCHEDULE lO.Ol(c) 

Peninsula Generation Cooperative 

002600-000 I -02023-Ac1ive.12026151 3 



SCHEDULE 10.01 ( e )  

Southern Indiana Gas and Electric Company 

Filing with, or consent or approval of, the Federal Energy Regulatory Commission 

002600.0001 -020W-Aclive.12026151.) 



Exhibit A 

! 

AMENDED AND RESTATED 

POWER AGREEMENT 

BET w EEN 

OHIO VALLEY E1,ECTRIC CORPORATION 

AND 

INDIANA-KENTUCKY ELECTRIC CORPORATION 

Dated as of September 1 0,20 10 

002600-0001 -02023-Active 12026160 3 



THIS AGREEMENT, dated as of September 10,201 0 by and between OHIO 
VALLEY ELECTRIC CoRPoRATloN (herein called OVEC) and INDIANA-KENTUCKY ELECTRIC 
CORPORAT~ON (herein called IKEC), hereby amends and restates in its entirety, the Power 
Agreement (herein called the Current Agreement), dated March 13,2006, between OVEC and 
IKEC, 

WITNESSETH THAT: 

WHEREAS, IKEC, a wholly owned subsidiary of OVEC, designed, purchased, and 
constructed, and continues to own, operate and maintain a steam-electric generating station 
(herein called Indiana Station) consisting of six turbogenerators and all other necessary 
equipment, at a location on the Ohio River near Madison, Indiana; and 

WHEREAS, OVEC designed, purchased, and constructed, and continues to own, 
operate and maintain a steam-electric generating stations (herein called Ohio Station) consisting 
of five turbo-generators and all other necessary equipment, at a location on the Ohia River near 
Cheshire, Ohio (the Ohio Station and the Indiana Station being herein called the Project 
Generating Stations); and 

WHEREAS, OVEC also designed, purchased, and constructed, and continues to 
operate and maintain necessary transmission and general plant facilities (herein called the Project 
Transmission Facilities) and OVEC established or cause to be established interconnections 
between the Project Generating Stations and/or the Project Transmission Facilities, and the 
systems of certain of the Sponsoring Companies; and 

WHEREAS, IKEC owns and operates the portion of the Project Transmission 
Facilities located in the State of Indiana; and 

WHEREAS, IKEC entered into the Current Agreement with OVEC which 
embodies the terms and conditions for the ownership and operation by IKEC of the Indiana 
Stat,ion and such portion of the Project Transmission Facilities which are to be owned and 
operated by it; and 

WHEREAS, the owners of OVEC or their affiliates that are parties to an Inter- 
Company Power Agreement, have amended and restated such Inter-Company Power Agreement 
as of the date hereof, which defines the terms and conditions governing the rights of the 
“Sponsoring Companies” (as defined thereunder) to receive “Available Power” (as defined 
thereunder) from the Project Generating Stations and the obligations of the Sponsoring 
Companies to pay therefor; and 

WHEREAS, concurrent with the amendment and restatement of the Inter-Company 
Power Agreement, I K C  and OVEC hereto desire to amend and restate in their entirety, the 
Current Agreement in order for I W C  to continue to sell to OVEC any and all power available at 
the Indiana Station, and energy associated therewith, and to transmit power and energy as 
provided herein. 

002600-0001-O2023-Aotive 12026160 3 



Now, THEREFORE, the parties hereto agree with each other as follows: 

ARTICLE 1 

POWER AND ENERGY TRANSACTIONS 

1 .O 1 IKEC shall transmit any and all power generated at the Indiana Station by 
any of the generating units thereof in commercial operation and deliver such power, together 
with the energy associated therewith, but less the transmission losses in the facilities of IKEC 
applicable thereto from the 330 kV busses of the Indiana Station, at the points of delivery 
hereinafter designated in Section 1.03 hereof, and sell such power and energy at said points of 
delivery to OVEC. OVEC shall purchase from IKEC all such power so delivered by IKEC to 
OVEC at said points of delivery, together with the energy associated therewith, and shall from 
time to time pay IKEC therefor, amounts which, when added to revenues received by IKEC from 
other sources, will be sufficient to enable IKEC to pay all of its operating and other expenses, 
including all income and other taxes and any interest and regular amortization requirements 
applicable to any indebtedness for borrowed funds incurred by IKEC. For the purposes of this 
Section 1.01 the term “operating and other expenses” shall also include, without limitation, all 
amounts payable to suppliers of fuel requirements (including the handling and shipment thereof) 
in connection with the cancellation of commitments and the extension of deiivery schedules, as 
well as all expenses accrued to pay for postemployment and postretirement benefits and the costs 
of the decommissioning, shutdown, demolition and closing of the Project Generating Stations. 

. 

1.02 IKEC shall transmit and deliver to OVEC at the points of delivery 
hereinafter designated in Section 1.03 hereof, all power and the energy associated therewith 
supplied to IKEC by Sponsoring Companies at the points of delivery hereinafter designated in 
Section 1.03 hereof, less the transmission losses in the facilities of IKEC applicable thereto. 
IKEC shall transmit and deliver to Sponsoring Companies designated by OVEC at the points of 
delivery hereinafter designated in Section 1.03 hereof, all power, and the energy associated 
therewith, supplied to IKEC by OVEC at the points of delivery hereinafter designated in 
Section 1.03 hereof, less the transmission losses in the facilities of IKEC applicable thereto. 

1.03 All power and energy sold, purchased, transmitted or delivered hereunder 
shall be 3-phase, 60-cycle, alternating current, at nominal unregulated voltage, designated for the 
points of delivery hereinbelow described. Power and energy transmitted, delivered and sold by 
IKEC to OVEC pursuant to the provisions of Section 1.01 hereof shall be delivered at the points 
where the transmission facilities of OVEC and the transmission facilities of IKEC interconnect 
and title to such power and energy shall pass from IKEC to OVEC at said points, Power and 
energy supplied to IKEC by a Sponsoring Company for transmission to OVEC pursuant to the 
provisions of Section I .02 hereof, shall be delivered by said Sponsoring Company to IKEC at the 
points where the transmission facilities of said Sponsoring Company and the transmission 
facilities of IKEC interconnect and shall be delivered by IKEC to OVEC and title thereto shall 
pass from said Sponsoring Company to OVEC at the points where the transmission facilities of 
OVEC and the transmission facilities of IKEC interconnect. Power and energy supplied to IKEC 

002600-0001 -02023-Aclive 12026160.3 



by OVEC for transmission to a Sponsoring Company pursuant to the provisions of Section 1.02 
hereof shall be delivered by OVEC to IKEC at the points where the transmission facilities of 
OVEC and the transmission facilities of IKEC interconnect and title to such power and energy 
shall pass from OVEC to said Sponsoring Company at said points. Such power and energy shall 
be delivered by IKEC to said Sponsoring Company at the points where the transmission facilities 
of IKEC and the transmission facilities of said Sponsoring Company interconnect. 

1.04 The parties hereto shall exercise due diligence and foresight in carrying 
out all matters related to the providing and operating of their respective power resources so as to 
minimize to the extent practicable deviations between actual and scheduled deliveries of power 
and energy among their systems. The parties hereto shall provide andlor install on their 
respective systems such communication, telemetering, frequency and/or tie-line control facilities 
essential to so minimizing such deviations; and shall fully cooperate with one another and with 
third parties (such third parties whose systems are either directly or indirectly interconnected 
with the systems of the Sponsoring Companies and who of necessity together with the 
Sponsoring Companies and the parties hereto must unify their efforts cooperatively to achieve 
effective and efficient interconnected system operation) in developing and executing operating 
procedures that will enable the parties hereto to avoid to the extent practicable deviations fiom 
scheduled deliveries. 

1.05 OVEC shall reimburse IKEC for the difference between (a) the total cost 
of replacements chargeable to property and plant made by IKEC, and the total cost of additional 
facilities and/or spare parts purchased or installed by Corporation, during any month or prior 
thereto (and not previously reimbursed) and (b) the amounts paid for by IKEC out of proceeds of 
fire or other applicable insurance protection, or out of amounts recovered from third parties 
responsible for damages requiring replacement. OVEC shall pay to IKEC such amount in lieu of 
the amounts to be paid as above provided, which, after provision for all taxes on income, shall 
equal the costs of the replacements reimbursable by OVEC to IKEC as above provided. The 
term cost of replacements, as used herein, shall include all components of costs, plus removal 
expense, less salvage. The amounts reimbursed by OVEC to IKEC for such replacements shall 
be accounted for on the books of IKEC in a special balance sheet account provided for such 
purposes I 

ARTICLE 2 

MISCELLANEOUS 

2.01 This Agreement shall become effective on September 10,201 0, or to the 
extent necessary, such later date on which all conditions to effectiveness, including all required 
waiting periods and all required regulatory acceptances or approvals, of this Agreement have 
been satisfied in form and substance satisfactory to OVEC, and shall terminate upon the earlier 
of: (1) June 30,2040 or (2) the sale or other disposition of all of the facilities of the Project 
Generating Stations or the permanent cessation of operation of such facilities. 

002600-0001-02023-Active I20261 60 3 



2.02 No party hereto shall be held responsible or liable for any loss or damage 
on account of non-delivery of energy hereunder at any time caused by act of God, fire, flood, 
explosion, strike, civil or military authority, insurrection or riot, act of the elements, failure of 
equipment, or for any other cause beyond its control. 

2.03 This Agreement is made subject to the jurisdiction of any governmental 
authority or authorities having jurisdiction in the premises and the performance thereof shall be 
subject to the receipt of all reguiatory approvals, in form and substance satisfactory to the parties 
hereto, necessary to permit the parties hereto to perform all the duties and obligations to be 
performed by such parties hereunder. 

2.04 This Agreement shall inure to the benefit of and be binding upon the 
parties hereto and their respective successors and assigns, but this Agreement shall not be 
assigned by either party hereto without the written consent of the other, except (a) to a successor 
to all or substantially all the properties and assets of such party, or (b) to a trustee under an 
indenture securing any indebtedness of such party. 

2.05 All notices and requests under this Agreement shall be in writing and shall 
be sufficient in all respects if delivered in person or sent by registered mail addressed to the party 
to be served at such party’s general office or at such other address as such party may from time 
to time in writing designate. 



IN WITNESS WHEREOF the parties hereto have caused this Agreement to be duly 
executed as of the day and year first above written. 

OHIO VALLEY ELECTRIC CORPORATION 

Its t i c ;  Presrdent and 
Assistant to the President 

INDIANA-KENTIJCKY ELECTRIC CORPORATION 
Q 

BY 
Its Vice Preside 

002600-0001 -02023-Active.12026160.3 
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KENTTJCKY UTILITIES COMPANY 

FINANCIAL EXHIBIT 
(807 KAR 5:OOl SEC. 6) 

January 3 1 , 201 1 

(1) Amount and kinds of stock authorized. 

80,000,000 shares of Common Stock, without par value. 

(2) Amount and kinds of stock issued and outstanding. 

Common Stock: 
37,817,878 shares issued and outstanding, without par value, recorded at $307,818,689. 

(3) Terms of preference of preferred stock whether cumulative or participating, or on dividends or 
assets otherwise. 

None 

(4) Brief description of each mortgage on property of applicant, giving date of execution name of 
mortgagor, name of mortgagee, or trustee, amount of indebtedness authorized to be secured 
thereby, and the amount of the indebtedness actually secured, together with any sinking fund 
provisions. 

Date of Execution: As of October 1,2010 (Supplemental Indentures were executed on October 
15,2010 andNovember 1,2010.) 
Mortgagor: Kentucky Utilities Company 
Trustee: The Bank of New York Mellan 
Amount of Authorized Debt: One quintillion dollars 
Amount of Debt Secured: $1,850,779,405 
Sinking Fund Provisions: None 
Pledged Assets: Substantially all assets of Kentucky Utilities located in Kentucky 
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(5) Amount of bonds authorized, and amount issued giving the name of the public utility which 
issued the same, describing each class separately, and giving date of issue, face value, rate of 
interest, date of maturity and how secured, together with an amount of interest paid thereon 
during the last 12-month period. 

Secured by first mortgage lien on substantially all assets in Kentucky. 

Kentucky Utilities Company 

Principal Amount 
Interest 
Expense 

Date of Date of 
Issue MatLu-ity 

Pollution Control Bonds 

05/0 1 /00 
02/0 1 /02 
02/0 1 /02 
0210 1 /02 
02/0 1 /02 
07/0 1 102 
1010 1 /04 
02/23/07 
05/24/07 
05/24/07 
10/17/08 

05/01/23 
02/0 1 I32 
02/0 1 /32 
02/0 1 I32 
02/01/32 
1010 1 /32 
1 0/0 1 /34 
10/01/34 
02/0 1 I26 
03/0 1/37 
02/01/32 

Rate of 
I lite rest 

Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
Variable 
5.75% 
6.00% 

Variable 

Outstanding at Year Ended 
January 31, January 3 1 , 

Authorized 201 1 201 1 

$ 12,900,000 
20,930,000 
2,400,000 
7,200,000 
7,400,000 

96,000,000 
50,000,000 
54,000,000 
17,875,000 
8,927,000 

77,947,405 

$ 12,900,000 
20,930,000 
2,400,000 
2,400,000 
7,400,000 

96,000,000 
50,000,000 
54,000,000 
1 7,875,000 
8,927,000 

77,947,405 

$ 4 1,273 
144,884 
16,613 
16,616 
5 1,222 

700,728 
153,452 
167,326 

1,027,8 13 
535,620 
242,278 

$ 355,579,405 $ 350,779,405 $ 3,097,825 

First Mortgage Bonds 

11/16/10 11/01/15 
11/16/10 11/01/20 
11/16110 11/01/40 

1.63% 
3.25% 
5.13% 

$ 250,000,000 $ 250,000,000 $ 846,354 
500,000,000 500,000,000 3,385,417 

8,007,8 13 750,000,000 750,000,000 - 

$ 1,500,000,000 $ 1,500,000,000 $ 12,239,584 
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(6) Each note outstanding, giving date of issue, amount, date of maturity, rate of interest in whose 
favor, together with amount of interest paid thereon during the last 12-month period. 

There are no notes outstanding as of January 3 1, 20 1 1. In connection with the PPL Corporation 
acquisition, on November 1, 2010, KTJ borrowed $1,331,000,000 from a PPL subsidiary, in 
order to repay loans from a subsidiary of E.ON AG. The Company used the net proceeds 
received from the sale of the first mortgage bonds to repay the debt owed to the PPL subsidiary 
arising from the borrowing. 

Total interest paid for twelve months ending January 3 1,201 1 : 

E.ON AG $ 54,870,534 
PPL 3,048,25 6 

$ 57,918,790 

(7) Other indebtedness, giving same by classes and describing security, if any with a brief 
statement of the devolution or assumption of any portion of such indebtedness upon or by 
person or corporation if the original liability has been transferred, together with amount of 
interest paid thereon during the last fiscal year. 

None, other than current and accrued liabilities. 

(8) Rate and amount of dividends paid during the five previous fiscal years, and amount of capital 
stock on which dividends were paid. (1) 

Dividends on Common Stock, without par value (not based on rate per share) 
2006 - 
2007 - 
2008 - 
2009 - 
2010 $50,000,000 

(1) On November 1, 2010, PPL Corporation completed its acquisition of E.ON 1J.S. LLC, the 
Company's parent. Upon completion of the acquisition, E.ON U.S. LLC was renamed 
LG&E and K1.J Energy LLC. The 37,817,878 shares are currently owned by LG&E and 
KTJ Energy LLC. From May 1998 to October 31, 2010, the 37,817,878 shares were all 
owned by E.ON U.S. LLC (formerly LG&E Energy LLC) and all dividends declared by 
KTJ's Board of Directors were paid to E.ON U.S. LLC. During the 3'd quarter of 2010 KU 
declared and paid a common stock dividend of $50,000,000. 

Dividends on 4 3/4% Cumulative Preferred Stock 

For each of the first three quarters in fiscal year 2005, the Company declared and paid dividends of 
$1.1875 per share on the 200,000 outstanding shares of 4 3/4% Cumulative Preferred Stock, $100 
stated value, for a total of $237,500 per quarter. This series of preferred stock was redeemed on 
October 24, 2005. The amount of dividends declared and paid through October 24, 2005, was 
$773,196. 
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Dividends on 6.53% Cumulative Preferred Stock 

For each of the first t h e e  quarters in fiscal year 2005, the Company declared and paid dividends of 
$1.6325 per share on the 200,000 outstanding shares of 6.53% Cumulative Preferred Stock, $100 
stated value, for a total of $326,500 per quarter. This series of preferred stock was redeemed on 
October 24, 2005. The amount of dividends declared and paid through October 24, 2005, was 
$1,062,942. 

(9) Detailed Income Statement, Balance Sheet and Statement of Retained Earnings 

Monthly Financial and Operating Reports are filed each month with the Kentucky Public Service 
Commission. Attached are detailed Statements of Income, Balance Sheets and Retained Earnings 
for the Company for the period ending January 3 1 , 201 1. 
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Kentucky Utilities Company 

Statement of Income 
January 31. 2011 

Electric Operating Revenues ........................................... 
Rate Refunds ................................................................... 

Total Operating Revenues ............................................ 

Fuel for Electric Generation ............................................ 
Power Purchased ............................................................. 

Maintenance .................................................................... 
Other Operation Expenses ............................................... 

Depreciation .................................................................... 
Amortization Expense ..................................................... 
Regulatory Credits .......................................................... 
Taxes 

Federal Income ............................................................ 
State Income ................................................................ 
Deferred Federal Income - Net ..................................... 
Deferred State Income - Net ........................................ 
Property and Other ....................................................... 
Investment Tax Credit .................................................. 

Loss (Gain) from Disposition of Allowances .................. 
Accretion Expense .......................................................... 

Total Operating Expenses ............................................ 

Net Operating Income ................................................... 

Other Income Less Deductions 
Amortization of Investment Tax Credit ..................... 
Other Income L. ess Deductions ................................. 
AFUDC - Equity ....................................................... 

Total Other Income Less Deductions ........................... 

Income Before Interest Charges ................................... 

Interest on L.oi ig.Terin Debt ............................................ 
Amortization of Debt Expense . Net ............................... 
Other Interest Expenses .................................................. 
AFUDC - Borrowed Funds ............................................. 

Total Interest Charges .................................................. 

Net Income., ................................................................... 

Year Ended 
1/31/2011 . 

$ 1,528,859,365.42 
f 173.614.71 

1,528,685,750.71 

495,338,885.39 
169,239,433.54 
218,583,287.81 
107,252,284.93 
142,487,513.90 

6,595,593.58 
(5. 4 1 )  12,983.4 

67,956,215.64 
13,904,738.95 
22,275,450.30 

20,390,740.45 
3,311,038.18 

(56,750.74) 
3,543,058.42 

1,265,408,506.94 

263,277,243.77 

187,682.00 
399. 001. 50 
534.798.81 

1,121,482.3 1 - 

264,398,726.08 

73,256,197.25 
1,409,743.49 
3. 963 . 5 54.92 
(890,499.71) 

77,738,995.95 

$ 186,659,730.1 3 



Kentucky Utilities Corn pan y 
Analysis of Retained Earnings 

January 31,2011 

Page 7 of 7 

Year Ended 1/3 1/11 

Retained Earnings Balance at Beginning of Period.. ..................................................... 1,330,640,488..30 
Add: 

Deduct: 
186,659,730.13 Net Income for Period.. ................................................................................ 

Coininon Dividends 
Coininon Stock Without Par Value (50,000,000.00) 

-EE IIIC (2,654,772.00) ......................................................................................... 

Retained Earnings Balance at End of Period. .............................................................. 1,464,645,446.43 

Unappropriated 1Jndistributed Subsidiary Earnings.. ............. 14,298,520.75 

Retained Earnings and Undistributed Subsidiary Earnings at End of Period.. ........................ 1,478,943,967.18 


